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il FOURTH REPORT FROM 


The Environment Committee is appointed under Standing Order No. 130 to examine the 
expenditure, administration and policy of the Department of the Environment and associated 
public bodies. 


The Committee consists of 11 Members. It has a quorum of three. Unless the House 
otherwise orders, all Members nominated to the Committee continue to be members of it for 
the remainder of the Parliament. 


The Committee has power: 


(a) tosend for persons, papers and records, to sit notwithstanding any adjournment of the 
House, to adjourn from place to place, and to report from time to time; 


(b) to appoint specialist advisers either to supply information which is not readily 
available or to elucidate matters of complexity within the Committee’s order of 
reference; 


(c) to communicate to any other such committee and to the Committee of Public Accounts 
and to the Deregulation Committee their evidence and any other documents relating 
to matters of common interest; and 


(d) to meet concurrently with any other such committee for the purposes of deliberating, 
taking evidence, or considering draft reports. 


The membership of the Committee since its nomination on 13 July 1992 has been as 
follows: 


Mr Andrew F Bennett (elected Chairman 14.12.94) 


Mr Peter Ainsworth Mr Neil Gerrard 
(appointed 1.3.93, (appointed 27.11.95) 
discharged 28.11.94) Helen Jackson 

Mr Robert Ainsworth : Mr Robert B Jones 
(appointed 13.12.93, (Chairman 15.7.92 - 26.10.94) 
discharged 13.6.95) (discharged 27.10.94) 

Mr Kevin Barron 3 Jane Kennedy 
(appointed 26.10.92, (appointed 13.6.95) 
discharged 13.12.93) (discharged 27.11.95) 

Mr John Battle Mr Bill Olner 
(discharged 26.10.92) (appointed 20.2.95) 

Mr Roland Boyes Sir Irvine Patnick 
(appointed 26.10.92) (appointed 27.10.94) 
(discharged 20.2.95) Mr Tom Pendry 

Mr Geoffrey Clifton-Brown (discharged 26.10.92) 

Mr John Denham . Mr Eric Pickles 
(appointed 13.12.93) (discharged 1.3.93) 
(discharged 27.11.95) Mr Nick Raynsford 

Mr Den Dover (discharged 13.12. 93) 
(appointed 20.3.95) Mr Michael Stephen 

Mr Harold Elletson | (appointed 28.11.94) 
(appointed 1.3.93) Mr Gary Streeter 

Mr Barry Field (discharged 1.3.93) 
(Chairman 26.10.94 - 14.12. 94) Mr Matthew Taylor 
(discharged 20.3.95) (appointed 27.11.95) 


Y Mr Roy Thomason 





The cost of preparing for publication the Shorthand Minutes of Evidence published with this Report was souk 771.84. 
The coét of printing and publishing this Volume is estimated by HMSO at £24,886. 
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MINUTES OF EVIDENCE 


TAKEN BEFORE ENVIRONMENT COMMITTEE 


WEDNESDAY 17 JANUARY 1996 


Members present: 


Mr Andrew F Bennett, in the Chair 


Mr Geoffrey Clifton-Brown Mr Michael Stephen 
Mr Neil Gerrard Mr Matthew Taylor 
Mr Bill Olner Mr Roy Thomason 
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SUMMARY 


i. This Memorandum has been prepared by the Department of the Environment on behalf of the Department 
of Trade and Industry, the Overseas Development Administration, the Ministry of Agriculture, Fisheries and 
Foods, the Foreign and Commonwealth Office and Her Majesty’s Treasury in response to the House of 
Commons Environment Committee’s call for evidence for its inquiry into. world trade and the environment. 


ii. The Government’s main aims in the area of trade and the environment are: 


(a) to promote consistency between trade liberalisation and the development of environmental protection 
policies in support of sustainable development; and 


(b) to avoid conflicts between the multilateral trading system and environmental law. 


ili. The Government strongly supports both a liberalised trade policy and a high level of protection for the 
environment, which should be mutually supportive in contributing to sustainable development. 


iv. Trade enables the world to maximise output from a given input of resources, which should reduce 
waste and contribute to sustainable development. Trade can help to generate the resources needed to invest in 
environmental protection. Trade liberalisation can also help to remove distorting subsidies and pricing policies, 
improving the efficiency of resource allocation, and encourage the spread of environmentally-friendly 
technology. 


v. However, because in many cases environmental impacts are not at present completely reflected in 
economic prices or because effective environmental regulations are not always in place or fully enforced, 
economic activity linked to trade can in practice sometimes harm the environment by exacerbating problems of 
pollution and resource depletion. The Government welcomes efforts to examine the impact of trade liberalisation 
on the environment, although it considers that, in practice, it is very difficult to isolate the effects which may 
be due to trade liberalisation from many other factors affecting economic change. 


vi. The Government has taken on international commitments on both trade and the environment—on the 
environment through a range of international agreements and on trade through the General Agreement on Tariffs 
and Trade (GATT) and the World Trade Organisation (WTO). An important distinction between these two 
systems is that environmental law and policies are very largely concerned with influencing processes and 
production methods, whereas the multilateral trading system deals primarily with products, taking no account of 
the way in which they were made. 


vii. The GATT does not prevent countries from banning or restricting the import of products which harm 
their own environments, as long as the standards applied are non-discriminatory between countries and between 
foreign and domestic products. But like treatment is required for like products—that is, there can be no 
discrimination between products which are physically identical. Clearly, products which are physically identical 
may be associated with different environmental impacts, depending on how they were made. 
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viii. Thus, the process-based environmental laws and policies and product-based trade rules have developed 
along different tracks and there is some potential for tension between them. The Government considers that it 
would be helpful to explore the potential difficulties caused by the different approaches and to examine the 
scope for solutions which, while avoiding undermining the multilateral trading system, could minimise the risk 
of future conflict. 


ix. The Government welcomes the efforts of international organisations to study the relationship between 
trade and environment. It is, however, concerned that these studies should be taken forward efficiently. It has 
sought to ensure that the terms of reference of the various organisations are distinct; that their work programmes 
are focused, complementary and time-limited; and that duplication and overlap of work are avoided. The 
Government emphasises the importance of grounding future work on trade and environment in these 
organisations in empirical studies rather than theory. 


x. The Government endorses Principle 12 of the Rio Declaration which states that: “environmental measures 
to address transboundary and global problems should, as far as possible, be based on an international consensus. 
Unilateral actions to deal with environmental challenges outside the jurisdiction of the importing country should 
be avoided”. 


xi. The Government considers that trade measures in isolation are seldom useful to achieve environmental 
objectives. Whenever other policy options are feasible and equally effective and efficient, they should be used 
in preference to trade restrictions. Where trade measures are absolutely necessary, the aim should be to 
implement them in a way that is not more trade-restrictive than necessary to fulfil a legitimate environmental 
objective and to do so on a multilateral basis. The Government recognises that, in order to achieve their 
environmental objectives, under certain circumstances, multilateral environmental agreements may need to 
incorporate, among other measures, trade restrictions, including those based on processes and production 
methods. 


xii. In the case of the three major multilateral environmental agreements (MEAs) containing trade provisions 
(the Washington Convention on Trade in Endangered Species of Wild Fauna and Flora, the Montreal Protocol 
to the Vienna Convention on Substances that Deplete the Ozone Layer and the Basel Convention on the 
Movement of Hazardous Wastes), the Government considers that trade restrictions are crucial to achieving 
their objectives. 


xiii. So far, no trade measure taken under a MEA has been challenged by a WTO Member. Where WTO 
members and MEA parties are the same countries, a challenge by a WTO member of a trade measure taken 
under the MEA may not be very likely. The likelihood of a challenge may be slightly higher from a country 
which is not a party to the MEA in question. 


xiv. There continues to be uncertainty about the relationship between MEAs and the GATT. Since 1992, 
the European Community has argued for clarification of the relationship between multilateral environmental 
agreements and the GATT. The Government considers that any clarification should seek to ensure that future 
WTO dispute settlement panels cannot undermine existing or future MEAs which depend for the achievement 
of their objectives on trade measures. The chief difficulty lies with those WTO Members who are not parties to 
such MEAs, but may be affected by trade measures taken under them. Such countries are likely to be reluctant 
to deny themselves the possibility of challenge of such measures under the GATT rules. The Government 
supports work by the European Community to promote a solution in the WTO Committee on Trade and 
Environment. 


xv. Responsibility for sustainable development rests primarily with individual countries and _ their 
governments. Economic growth can help provide resources which can be used to tackle environmental problems. 
Trade liberalisation should promote economic growth but there may be a time lag before the benefits are 
apparent. Trade liberalisation is likely to lessen some environmental impacts in developing countries and worsen 
others. The environmental problems developing countries face (as for developed countries) largely reflect market, 
intervention or institutional failures. 


xvi. Countries differ in their capacity to absorb environmental impacts and in the value which they place on 
environmental protection. They should be allowed to set their own interpretation of “sustainable development” 
and their own environmental standards, except when they relate to global or transboundary environmental effects. 
However, because of their limited institutional capacity, some developing countries need help in identifying 
their key environmental issues and ways of tackling them. The Government, through the Aid Programme, is 
providing technical and financial assistance to help meet these needs and address the environmental problems. 


xvii. Trade has made a major contribution to economic growth in developing countries. The Government’s 
policy has consistently been to create the conditions in which trade can thrive. 


xviii. The Government believes that in international fora UK policy-making on trade and environment is 
well integrated and has made particular efforts to improve even further co-operation between the government 
departments involved. It has increased the resources devoted to examining trade and environment links. The 
Government is committed to integrating sustainable development into decision-making at all levels, including 
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in its approach to international trade policy. Similarly, in the development and implementation of multilateral 
environmental agreements, the Government is aware of the importance of consistency between multilateral 
environmental agreements and the WTO rules and of minimising negative trade effects. 


SECTION 1—INTRODUCTION 


1. This Memorandum has been prepared by the Department of the Environment on behalf of the Department 
of Trade and Industry, the Overseas Development Administration, the Ministry of Agriculture, Fisheries and 
Foods, the Foreign and Commonwealth Office and Her Majesty’s Treasury in response to the House of 
Commons Environment Committee’s call for evidence for its inquiry into world trade and the environment. 


2. The Government’s main aims in the area of trade and the environment are: 


(i) to promote consistency between trade liberalisation and the development of environmental protection 
policies in support of sustainable development; and 


(ii) to avoid conflicts between the multilateral trading system and environmental law. 


3. This memorandum concentrates on government action. However, the role of governments in this areas is 
necessarily limited. Governments cannot control the actions of consumers who, in many countries, increasingly 
choose products because they minimise damage to the environment. Non-governmental organisations mobilise 
consumer interest and articulate their concerns. 


4. The private sector also plays a key role. With the spread of multinational companies, approximately one 
third of all global trade now consists of intra-firm shipments. There has been a growing trend for multinational 
companies to operate production facilities in more than one country. Many set and operate corporate-wide 
standards which may be higher than those required locally. In these instances business can serve to drive up 
environmental standards which go beyond government regulatory standards. 


5. “Trade and the environment” is an area of “mixed” competence as between the European Community 
and its Member States: trade in goods is largely a matter of exclusive Community competence; environmental 
policy is an area where both the Community and Member States have competence. 


6. Work to examine the interlinkages between trade and the environment is under way, mainly in 
international organisations. However, much of this work is, as yet, theoretical, as experience of the interlinkages 
is still limited. This Memorandum should therefore be viewed as a progress report. The Memorandum follows 
the order of the terms of reference of the Committee’s inquiry. 


SECTION 2—“EXAMINE THE INTERRELATIONSHIPS AND CONFLICTS BETWEEN THE LIBERALISATION OF TRADE AND THE 
PROTECTION OF THE NATIONAL AND GLOBAL ENVIRONMENT” 


7. The Government strongly supports both a liberalised trade and a high level of protection for the 
environment, which should be mutually supportive in contributing to sustainable development. A liberalised 
trade policy is aimed at the economic growth which should contribute to sustainable development; protection of 
the environment and the conservation of natural resources should contribute to future growth and trade. Chapter 
2 of Agenda 21, which was agreed at the United Nations Conference on Environment and Development 
(UNCED) in Rio in 1992, establishes a new global partnership, which is intended to promote sustainable growth 
through trade. The institutional vehicle for trade liberalisation and administering the General Agreement on 
Tariffs and Trade (GATT) is the World Trade Organisation (WTO) (see paragraph 22-23 below). 


8. Trade allows countries to specialise in the production of goods and services in which they are relatively 
more efficient. This means that trade enables the world to maximise output from a given input of resources, 
which should reduce waste and contribute to sustainable development. Trade can help to generate the resources 
needed to invest in environmental protection. 


9. Trade liberalisation can also help to remove distorting subsidies and pricing policies, improving the 
efficiency of resource allocation, and encourage the spread of environmentally-friendly technology. Trade 
liberalisation in the agricultural sector, for example, could lead to more efficient production process which are 
better suited to local conditions. 


10. However, because in many cases environmental impacts are not at present completely reflected in 
economic prices or because effective environmental regulations are not always in place or fully enforced, 
economic activity linked to trade can in practice sometimes harm the environment by exacerbating problems of 
pollution and resource depletion. For example, increased levels of freight transport on roads may worsen the 
environmental damage caused by traffic. Annex A describes some analytical work by the Organisation for 
Economic Co-operation and Development (OECD) to explore the impact of trade liberalisation on the 
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environment. The Government welcomes efforts to examine the impact of trade liberalisation on the 
environment, although it considers that, in practice, it is very difficult to isolate the effects which may be due 
to trade liberalisation from many other factors affecting economic change. 


The impact of environmental measures on competitiveness 


11. Another issue which is often mentioned is the impact of environmental measures on trade—and hence 
competitiveness. It is clear that measures taken to protect the environment may also have effects on trade flows. 
Such measures can range from domestic standards which are applied to imported as well as domestic products, 
to directly trade-restrictive measures which are operated through a multilateral environmental agreement. 


12. Countries could deliberately set their environmental standards at levels which cannot be met by industries 
in other countries in order to put their domestic industries at an advantage. Developing countries sometimes 
complain that developed countries’ environmental measures can have a negative impact on their trade 
opportunities, as they lack the technological resources needed to adapt their production to meet high 
environmental requirements in industrialised countries. Arguments about the impact of environmental measures 
on competitiveness are explored further in Annex B. The Government notes that studies have found little 
evidence to support fears about the impact of environmental measures on competitiveness. 


13. Moreover, the GATT disciplines on product standards require transparency and consultation about such 
standards with interested countries. There has been pressure recently to explore how far the disciplines under 
the WTO Agreements cover voluntary life-cycle based policies such as ecolabelling. The Government considers 
that it would be helpful for this area to be clarified by the WTO. 


Environmental laws and trade rules 


14. The Government has taken on international commitments on both trade and the environment—on the 
environment through a range of international conventions and other agreements and on trade through the GATT 
and the WTO. The parallel system of international environmental law and trade rules have, until now, developed 
largely separately and are founded, to some extent, on different principles which have evolved against 
different backgrounds. 


15. An important distinction is that environmental law and policies are very largely concerned with 
influencing processes and production methods, whereas the multilateral trading system deals primarily with 
products, taking no account of the way in which they were made. Such differences mean that there is some 
potential for inconsistency between the rules of the multilateral trading system and environmental law. The 
Government is committed to avoiding conflicts between the two systems. Some key features of environmental 
law and policies and the multilateral trading system are outlined below. 


Environmental law and policies 


16. Amongst the central concerns of environmental legislators and policy makers are the control of pollution, 
the control of hazardous substances and processes, the minimisation and management of waste, the conservation 
of natural resources and the protection of ecosystems. 


17. It would not be possible here to attempt a detailed description of the development of national and 
international environmental law and policy since its origins in the 19th century, but it may be helpful to refer to 
a few features as a background to an examination of the relationship between trade and environment. 


18. Environmental laws and policies have always been concerned with preventing production processes and 
production methods from causing environmental harm. The traditional “end-of-pipe” approach involved 
specifying additional technology to mitigate environmental damage and setting limits on outputs. More recently, 
the emphasis has changed to control of the whole of the production process to minimise its negative 
environmental impacts. Integrated Pollution Control (which has been a key feature of UK environmental policy 
since the Environmental Protection Act 1990) gives regulators the opportunity to supervise the emissions from 
a single production process to all environmental media (land, air and water) at once. In parallel, (generally 
voluntary) environmental management systems and eco-labelling schemes have been established with a view to 
influencing production methods as part of the complete life cycle of a product. 


19. Environmental media know no national boundaries, and pollution may blow, drift, leach or be washed 
across a political boundary, generating problems that cannot be tackled except by international agreement. 
Moreover, some environmental problems—in particular, the depletion of the ozone layer, global warming and 
biodiversity—cannot be tackled unless their global nature is recognised by taking appropriate action at an 
international level. UK environmental protection policies are increasingly linked to European and global 
strategies. 
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20. The first full acknowledgment of the importance of international environmental action was arguably the 
convening of the UN Conference on the Human Environment in Stockholm in 1972, which initiated a new 
global and co-operative approach to the protection of the environment and began a process which contributed 
to a rapid evolution in international environmental law. This process reached a climax when UNCED met in 
Rio de Janeiro in 1992 and produced the Rio Declaration, the Forest Principles and Agenda 21 (a wide-ranging 
action plan relating to environment and development for the 21st century). At the same time, the Framework 
Convention on Climate Change and the Convention on Biological Diversity were opened for signature. The 
central theme of UNCED was “sustainable development” defined in the Brundtland Report in 1980 as 
“development that meets the needs of the present without compromising the ability of future generations to meet 
their own needs”. 


21. In order to deal with the transboundary element in environmental problems, some international legal 
instruments (notably the Montreal Protocol to the Vienna Convention on Substances that Deplete the Ozone 
Layer, the Washington Convention on International Trade in Endangered Species and the Basel Convention on 
the Control of Transboundary Movements of Hazardous Wastes and their Disposal) have included provisions 
that relate to transboundary movements of particular articles and substances, thus raising questions about their 
relationship with the multilateral trading system. 


The multilateral trading system 


22. The GATT entered into force in 1948. From an original membership of 23, it expanded steadily over 
the years so that, by the end of 1994, 128 governments had become Contracting Parties to it. The countries 
concerned account for about 90 per cent of world trade. During this time, the GATT provided the framework 
for a succession of negotiating rounds between its members, contributing to the steady liberalisation and 
expansion of trade through market opening and improvements to the disciplines accepted by governments in 
their regulation of international trade. 


23. From 1 January 1995, the GATT’s role of cornerstone of an open international trading system and forum 
for multilateral negotiation has been assumed by the new WTO, whose creation was negotiated during the 
Uruguay Round of multilateral trade negotiations (1986-94). The WTO serves as the umbrella international 
institution for the operation of GATT rules, as updated and extended during the Uruguay Round, and of new 
international rules on trade in services and trade-related aspects of intellectual property rights. 


24. The rules of the multilateral trading system were originally designed to deal with traded products. The 
main principle underlying the GATT rules on trade in goods is non-discrimination. This has two main 
components: non-discrimination between supplier countries (known as Most-Favoured-Nation or 
MFN-Treatment) and non-discrimination between imported and domestically-produced products (known as 
National Treatment). The MFN provision, found in Article I, requires imported products from one GATT party 
to be treated no less favourably than imports of the “like product” (or physically identical product) from any 
other. There are, however, some parts of the WTO Agreements which deal with some aspects of processes. 
These are described in Annex C. 


25. The effect of the National Treatment provision, found in Article III, is that once imported products have 
entered the internal market of a member (after payment of any import tariff), they should be treated no less 
favourably than the equivalent domestically-produced product as regards, for example, regulations affecting their 
sale, purchase or use or internal taxes and charges. 


26. When the GATT was originally drafted, environmental policy was in its infancy. (Indeed international 
environmental law did not gain much momentum until the United Nations Conference on the Human 
Environment in Stockholm in 1972). It is therefore not surprising that the main GATT does not refer to 
environmental measures as such. The general GATT obligations apply to environmental measures, in the same 
way as they apply to measures imposed for other policy purposes. 


27. However, Article XX of the GATT allows a contracting party to depart from its obligations under the 
GATT rules for certain specified purposes. The protection of the environment is not specifically mentioned in 
Article XX (the relevant provisions of which have not changed since 1947). However, Article XX (b) provides 
an exception for measures “necessary to protect human, animal or plant life or health” and Article XX (g) 
provides an exception for measures “relating to the conservation of exhaustible natural resources”. These 
exceptions are subject to the conditions that the measures not be “applied in a manner which would constitute 
a means of arbitrary or unjustifiable discrimination between countries where the same conditions prevail, or a 
disguised restriction on international trade”. 


28. Beyond the fundamental obligations of non-discrimination, the GATT also includes provisions on the 
use of quantitative restrictions. Article XI of the Agreement provides for a general prohibition of quantitative 
restrictions (e.g., quotas) on imports and exports. This is consistent with the general objective of the Agreement 
that protection of domestic industry should be achieved in a transparent and predictable manner through import 
tariffs, rather than by the use of more opaque, non-tariff instruments such as quotas or other import restrictions. 
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Successive GATT negotiating rounds have tackled the various ways in which non-tariff measures have been 
used to undermine market access. 


29. Articles XXII and XXIII, as elaborated further in the Dispute Settlement Understanding negotiated in 
the Uruguay Round, provide a framework for WTO Members to consult on bilateral trade disputes and for 
binding arbitration or panel review where these consultations have not produced a negotiated settlement. Dispute 
settlement panels serve to clarify the existing provisions and the balance of rights and obligations between 
members. 


30. The issue of trade and environment was brought into focus in 1991 when a GATT panel ruled against 
the United States ban on imports of Mexican tuna fished with nets which also caught dolphins. This case was 
followed in 1992 by a request from the European Community and the Netherlands for a GATT panel ruling on 
United States trade restrictions banning imports of tuna and tuna products from counties engaging in trade in 
tuna with any country embargoed by the United States. This panel, which reported in 1994, also found against 
the United States, although on slightly different grounds. The United States blocked adoption of both reports. 
In recent years there have been a number of other disputes relating to trade and environment in the GATT and 
WTO, notably the Corporate Average Fuel Efficiency case, in which the European Community challenged the 
United States. 


31. The Uruguay Round brought some recognition of the concepts of sustainable development and 
environmental protection in the trade rules. Although environment was not a separate topic of negotiation in the 
Round, the preamble to the Agreement establishing the WTO includes, for the first time in the context of the 
multilateral trading system, references to the objective of sustainable development and to the need to protect 
and preserve the environment. A number of Uruguay Round Agreements take account explicitly or implicitly of 
environmental considerations. These are listed in Annex D. It was also agreed that a new Committee on Trade 
and Environment should be established in the WTO. 


The GATT, products, processes and production methods 


32. The GATT does not prevent countries from banning or restricting the import of products which harm 
their own environments, as long as the standards applied are non-discriminatory between countries and between 
foreign and domestic products. Environmental grounds are the most frequently quoted reason for border controls 
on products. (Fifty-five per cent of cases notified to GATT between 1980 and 1990). Where it is necessary to 
impose a product standard for environmental purposes, normal GATT procedures under the Agreement on 
Technical Barriers to Trade require advance notification, provision for consultation, non-discrimination, and a 
sound scientific basis for the standard in question. Different treatment can be given to different products by way 
of standards requirements. But like treatment is required for like products—that is, there can be no discrimination 
between products which are physically identical. 


33. Clearly, products which are physically identical may be associated with different environmental impacts, 
depending on how they were made. Some environmental policies already draw distinctions between different 
processes and production methods and consumers increasingly seek information about the environmental effects 
involved in manufacturing the products which they buy. 


34, Asa rule, a standard requiring or prohibiting a particular process or production method would only be 
allowed under the WTO rules if it affected the product’s characteristics. Currently, this is fundamental to the 
principle of non-discrimination. The argument is that processes and production methods may have different 
effects on the environments in different regions and different countries with, for example, different capacities to 
absorb pollution. Uniform standards may not be appropriate in different countries—and could tend to 
discriminate against countries well endowed with environmental assets. 


35. It follows that there is a risk that standards based on processes and production methods (PPM-based 
standards) might be applied in a protectionist way. In principle, the risk of protectionism should be minimised 
if PPM-based standards were agreed internationally (for example through the International Standardisation 
Organisation). However, for this to be a practical proposition, there would also need to be reliable, 
internationally-accepted systems of certification or labelling which would allow products produced in different 
ways to be distinguished from one another; otherwise discrimination between products based on the way in 
which they are produced would not be feasible. 


36. Thus, the process-based environmental laws and policies and product-based trade rules have developed 
along different tracks and there is some potential for tension between them. The difference in approaches is 
likely to become more pronounced with the further development of environmental measures. In future, there is 
likely to be continuing pressure for change to the trade rules to permit standards which prohibit a particular 
process or production method which cannot be detected in the finished product. However, there is also concern 
that any change to the “like products” rule could be the first step down a slippery slope to unwarranted 
protectionist restrictions. Because of the problems of practicality and discrimination early solutions are unlikely 
to be reached. Nevertheless, the Government considers that it would be helpful to explore the potential 


co 


MINUTES OF EVIDENCE TAKEN BEFORE 


17 January 1996] [Continued 





difficulties caused by the different approaches and to examine the scope for solutions which, while avoiding 
undermining the multilateral trading system, could minimise the risk of future conflict. 


SECTION 3—“REVIEW THE ROLES AND ACHIEVEMENTS TO DATE OF INTERNATIONAL ORGANISATIONS, AND IN PARTICULAR THE 
Wor.LpD TRADE ORGANISATION, IN INTEGRATING TRADE AND ENVIRONMENTAL OBJECTIVES” 


37. The increase in dispute settlement panel cases involving “trade and environment” issues encouraged a 
number of international organisations to initiate special programmes of work to examine the links between trade 
and environment. 


Intergovernmental organisations examining trade and environment linkages 


38. The organisations most closely involved in this area are the WTO and formerly the GATT, the 
Organisation for Economic Co-operation and Development (OECD), the United Nations Environment 
Programme (UNEP), the United Nations Conference on Trade and Development (UNCTAD), the United Nations 
Commission on Sustainable Development (UNCSD) and the International Organisation for Standardisation 
(ISO). A summary of the work of these organisations is in Annex E. 


39. The Government welcomes the efforts of international organisations to study the relationship between 
trade and environment. It is, however, concerned that these studies should be taken forward efficiently. It has 
sought to ensure that the terms of reference of the various organisations are distinct; that their work programmes 
are focused, complementary and time-limited; and that duplication and overlap of work are avoided. The 
Government emphasises the importance of grounding future work on trade and environment in these 
organisations in empirical studies rather than theory. 


40. The OECD represents 26 developed countries and has expertise in both trade and environmental policies. 
The Government considers that the OECD has produced balanced analysis of trade and environment issues. The 
UNCSD monitors progress in implementing Agenda 21 and focusing international efforts to promote sustainable 
development. Although it has no power to instruct other organisations, it aims to focus efforts in promoting 
sustainability and to ensure that the involvement of UN and other bodies in trade and environment work is 
consistent and without duplication. UNCSD oversees work by the other UN bodies (UNEP and UNCTAD) 
(which any UN country may apply to join). The Government supports the UNCSD’s role in monitoring the 
work of international bodies on trade and environment. 


41. UNEP is concerned with ensuring that environmental concerns are taken account of in the trade and 
environment debate. The Government considers that UNEP should assess the development of environmental 
problems and policies to tackle them, articulate the relevance of trade policies and rules to environmental 
protection, and act as the advocate of environmental protection in the international debate. Some 
non-governmental organisations have argued that a new international organisation is needed to deal with trade 
and environment together, or to work on environmental issues as the counterpart to the WTO. The Government 
considers that a new international organisation is unnecessary. The Government wishes to see UNEP act as the 
environmental counterpart to the WTO. 


42. UNCTAD?’s focus is on the impact of environmental measures on trade and sustainable development. 
UNCTAD has been seen by developing countries as a useful forum for developing and articulating their 
concerns. The Government is particularly concerned to ensure that the work undertaken by UNCTAD should 
avoid duplication of the work going on in other organisations. 


43. The OECD, UNEP and UNCTAD are all concerned with analysis of the relationship between various 
aspects of trade and environment. The Government considers that the results of the analysis conducted by 
OECD, UNEP and UNCTAD should inform the WTO, which has the power to recommend changes to the 
multilateral trading system. The Government welcomes the establishment of a Trade and Environment 
Committee in the WTO, to examine a wide ranging programme of work (terms of reference in Annex F). The 
WTO looks at the effect of environmental measures on trade, rather than the reverse, since it is concerned with 
trade rather than environmental policy. The WTO is due to report by the WTO Ministerial Conference in 
Singapore in December 1996. The Government wishes to see progress in the WTO on clarifying the relationship 
between the multilateral trading system and the environment, particularly between the GATT and multilateral 
environmental agreements (see paragraphs 61-67 below). 


44. The ISO is the forum for developing international standards (which are recognised by the WTO and can 
be the key to overcoming the trade problems which may be caused by different national standards). The 
Government values the work underway in ISO to develop further international standards. 
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SECTION 4—‘DETERMINE THE CIRCUMSTANCES UNDER WHICH TRADE RESTRICTIONS ARE AN APPROPRIATE MEANS OF 
ACHIEVING ENVIRONMENTAL GOALS, AND THOSE RESTRICTIONS UNDER WHICH ALTERNATIVE STRATEGIES MIGHT BE MORE 
APPROPRIATE” 


45. The circumstances under which it is appropriate to use various forms of trade measures for 
environmental purposes is one of the principal issues in international trade and environment discussions. 
Principle 12 of the Rio Declaration states that “environmental measures to address transboundary and global 
problems should, as far as possible, be based on an international consensus. Unilateral actions to deal with 
environmental challenges outside the jurisdiction of the importing country should be avoided.” The Government 
endorses this approach. 


46. There are several policy instruments which could be used to tackle any particular environmental problem. 
These include, regulations and market-based instruments such as taxes and tradeable permits, as well as trade 
measures. Trade measures in isolation are seldom useful to achieve environmental objectives. In any particular 
case in which trade measures were under consideration, the important question to be addressed would be the 
effect which a particular trade measure would have on a particular environmental problem. Analysis of the 
impact of different types of trade policy instruments and their impacts on the environment is at an early stage. 
The OECD reported on its examination of the use of trade measures for environmental purposes in its 1995 
report. 


47. The Government considers that whenever the other policy options are feasible and equally effective and 
efficient, they should be used in preference to trade restrictions. Where trade measures are absolutely necessary, 
the aim should be to implement them in a way that is not more trade-restrictive than necessary to fulfil a 
legitimate environmental ovjective and to do so on a multilateral basis. The Government recognises that, in 
order to achieve their environmental objectives, under certain circumstances, multilateral environmental 
agreements may need to incorporate, among other measures, trade restrictions, including those based on 
processes and production methods. 


SECTION 5—‘‘REVIEW THE EFFECTIVENESS OF EXISTING MULTILATERAL ENVIRONMENTAL AGREEMENTS AND THEIR 
COMPATIBILITY WITH WTO RULES” 


48. Another key issue in the trade and environment debate is the relationship between the provisions of the 
multilateral trading system and trade measures for environmental purposes, including those taken under 
multilateral environmental agreements (MEAs). This topic is currently under examination in the WTO’s 
Committee on Trade and Environment. 


Multilateral environmental agreements containing trade measures 


49. The WTO Secretariat has found that there are currently some 180 international treaties and other 
agreements on the state of the environment, of which fewer than 20 contain trade provisions (a list is in Annex 
G). Those which contain trade measures are the most relevant to the GATT. Most attention has focused on the 
Washington Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES), the 
Montreal Protocol to the Vienna Convention on Substances that Deplete the Ozone Layer and the Basel 
Convention on the Movement of Hazardous Wastes. A brief description of the trade measures in these three 
major MEAs and an assessment of how effective they have been is in Annex H. In the case of all these three 
major MEAs, the Government considers that trade restrictions are crucial to achieving their objectives. 


CITES 


50. International wildlife trade, whether of live animals and plants or their products and derivatives, ranks 
after habitat loss as the most significant threat to any endangered species. CITES seeks to protect such 
endangered species from over-exploitation through international co-operation in regulating trade. 


52. CITES partly anticipated the UN Conference on Environment and Development in striving to seek a 
balance between the precautionary principle (Principle 15 of the Rio Declaration) and the promotion of 
sustainable use (Principle 3) in that trade in most of the species listed under the Convention is monitored through 
a system of import and export permits to ensure that it does not exceed a level which would be detrimental to 
the species’ survival. 


53. However, the ability for CITES Parties to act in concert to ban trade altogether in certain species is an 
integral part of the Convention and essential to protect the most endangered. The Convention lays down specific 
requirements and procedures for restricting trade in species which are threatened with extinction. 
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Montreal Protocol 


54. The Montreal Protocol on Substances that Deplete the Ozone Layer was agreed in 1987 with the aim of 
reversing the depletion of the stratospheric ozone layer caused by the damaging effects of a number of man-made 
chemicals. It sought to do so by limiting and progressively phasing out the production and supply to the market 
of these ozone depleting substances. 


55. The Government believes that trade measures, which consist of both controls on imports for domestic 
consumption, and a ban on trade in these substances with States which are not a Party to the Protocol, are an 
essential part of the control regime. 


56. Ozone depletion is a global problem requiring common action at the global level. Substantial progress 
has been made in phasing out ozone depleting substances. However, some production of ozone depleting 
substances continues, both for legitimate purposes to service developing countries particular needs and certain 
agreed essential uses, and through non-compliance in some Parties. In addition, some countries remain 
non-Parties to the Protocol and its amendments. So long as these circumstances obtain, trade controls are 
essential to ensure that the measures taken by Parties to control production and supply are not undermined by 
continuing or increased production elsewhere. The unqualified ban on trade with non-Parties also acts as an 
important incentive for countries to become Parties to the Protocol. 


Basel Convention 


57. Trade restrictions have been crucial to achieving the objectives of the Basel Convention. Hazardous 
wastes must be managed in an environmentally sound manner to protect human health and the environment. 
The risks of such damage are increased when hazardous waste is transported. The Convention therefore seeks 
to minimise the dangers posed by hazardous waste movements by restricting trade to Parties only, under a 
general regulatory framework of prior informed consent. Parties may only trade with non-Parties by means of 
specific bilateral agreements which respect the Convention’s regulatory framework. 


58. The general principles underpinning the Convention apply with particular force to developing countries. 
These often do not possess the technical and regulatory infrastructure considered necessary for most hazardous 
wastes to be handled in an environmentally sound manner. Parties to the Convention have therefore agreed 
additional trade measures which ban the export of hazardous waste from OECD to non-OECD countries. 


59. The measures introduced by the Convention are important for safeguarding the global environment. 
International controls prevent unnecessary and unregulated hazardous waste movements—this is not something 
which can be left to market forces since environmentally sound disposal processes are often costly; and a 
mechanism to apply the “polluter pays” principle is necessary. 


60. While the Government supports the policy of national self-sufficiency in the final disposal of waste, it 
is fully committed to the general principle of international trade in waste for recovery—albeit recognising the 
need to ensure that, in the case of hazardous waste recoverables, exports should only move to OECD states. The 
Government also supports the aims of the Convention to promote the international transfer of technology and 
expertise to develop waste management capacity, particularly in developing countries. 


Compatibility with the GATT 


61. An understanding of the GATT rules normally comes from study of the findings of dispute settlement 
panels which resolve particular disputes. Disputes can only arise in relation to particular actions. So far, no trade 
measure taken under a MEA has been challenged by a WTO Member. Where WTO members and MEA parties 
are the same countries, a challenge by a WTO member of a trade measure taken under the MEA may not be 
very likely. (CITES and the Montreal Protocol have more Parties than the WTO has Members). The likelihood 
of a challenge may be slightly higher from a country which is not a party to the MEA in question. 


62. MEAs containing trade measures represent an attempt by the international community to reconcile 
environmental and trade interests. The Government considers that such MEAs amount to the international 
consensus envisaged both by the Rio Declaration and Agenda 21 (see paragraph 45 above) and should therefore 
be regarded as part of the solution to the problems that might be generated by clashes between environmental 
and trade interests. 


63. There continues to be uncertainty about the relationship between MEAs and the GATT. Since 1992, the 
European Community has argued for clarification “where there is uncertainty as to the interpretation of GATT 
tules relating to measures impacting on trade for environmental reasons, so as to create greater predictability in 
international trade relations and to reduce the scope for unnecessary trade disputes. Clarification is also needed 
to dispel concerns that the GATT is inimical to the objectives of environmental protection”. 
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64. The Government considers that any clarification should seek to ensure that future WTO dispute 
settlement panels cannot undermine existing or future MEAs which depend for the achievement of their 
objectives on trade measures. The chief difficulty lies with those WTO Members who are not parties to such 
MEAs, but may be affected by trade measures taken under them. Such countries are likely to be reluctant to 
deny themselves the possibility of challenge of such measures under the GATT rules. 


65. The WTO Committee on Trade and Environment has already explored a number of possible approaches 
to clarifying the relationship between MEAs and the GATT. These include: 


(i) the “ex ante” approach—an interpretation of GATT Article XX which would prescribe criteria for 
trade measures and MEAs which would allow it to be determined whether trade measures taken 
pursuant to a MEA are WTO-consistent. If an interpretation were accepted by WTO Members 
collectively this would reduce the risk of challenge to trade measures in MEAs which met the criteria. 


(ii) the “ex post’ approach—which envisages the granting of a waiver under Article XXV for MEAs on 
a case-by-case basis. The ex post approach is possible without any amendment to or interpretation 
of the GATT and has won support from delegations reluctant to envisage amendment to the GATT. 


(iii) various combinations of the ex ante and ex post approaches—for example, criteria elaborated through 
an interpretation of Article XX, followed by analysis of each individual MEA on a case-by-case 
basis through a waiver procedure. 


(iv) amendment to the GATT to allow provisions of existing, unchallenged MEAs to take precedence 
over WTO provisions. Trade measures pursuant to these MEAs would be presumed to be consistent 
with GATT rules. 


Proposals from the European Community 


66. At the meeting of the WTO CTE in October 1995, the European Community reiterated the argument 
that the multilateral trading system should accommodate the use of trade measures taken in the framework of 
MEAs. The Community outlined three different possible formulations: 


(i) introducing an additional sub-paragraph in to Article XX which would explicitly mention MEAs and 
refer to an Understanding on the relationship between MEA-based trade measures and WTO rules. 
This would provide a legal and procedural framework for compatibility of MEA-based trade 
measures. Recognising that MEA-based trade measures should be accorded preferential treatment, it 
would not exempt them from the possibility of a challenge under the provisions contained in the 
chapeau to Article XX; hence the right of WTO Members which were non-parties to the MEA to 
resort to WTO dispute settlement procedures would not be curtailed; 


(ii) developing an Understanding, subject to certain criteria, that measures for which provision was made 
in Article XX included those taken pursuant to MEAs. This would differ in format from the first 
approach, but the preferential track for trade measures taken pursuant to MEAs woufd remain the 
same; 


(iii) amending Article XX (b) so as to cover measures necessary to protect the environment and measures 
taken pursuant to MEAs. 


67. The Government supports work by the European Community to refine these proposals and promote a 
solution in the WTO Committee on Trade and Environment. 


SECTION 6—“INVESTIGATE THE IMPACT OF INTERNATIONAL TRADE AND ENVIRONMENTAL AGREEMENTS ON THE ABILITY OF 
THIRD WORLD COUNTRIES TO DEVELOP AN ENVIRONMENTALLY SUSTAINABLE ECONOMY” 


Objectives of developing countries in the WTO 


68. In international fora such as the WTO Committee on Trade and Environment, developing countries are 
most concerned to secure improved access to developed country markets, predictability in the operation of the 
multilateral trading system and assurances that they will not be disadvantaged by measures which developed 
countries take to protect their own environments. They therefore press for improved disciplines on transparency 
of environmental measures and guarantees against the use of environmental measures for protectionist purposes. 
The Government is sympathetic to the principle of improving transparency, but considers that further work is 
needed to assess the efficacy of existing arrangements. 


Approaches to improving sustainable development 


69. Responsibility for sustainable development rests primarily with individual countries and their 
governments. Economic growth can help provide resources which can be used to tackle environmental problems. 
Trade liberalisation should promote economic growth but there may be a time lag before the benefits are 
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apparent. Trade liberalisation is likely to lessen some environmental impacts in developing countries and worsen 
others. The environmental problems developing countries face (as for developed countries) largely reflect market, 
intervention or institutional failures. 


70. Countries differ in their capacity to absorb environmental impacts and in the value which they place on 
environmental protection. They should be allowed to set their own interpretation of “sustainable development” 
and their own environmental standards, except when they relate to global or transboundary environmental effects. 
However, because of their limited institutional capacity, some developing countries need help in identifying 
their key environmental issues and ways of tackling them. The Government, through the Aid Programme, is 
providing technical and financial assistance to help meet these needs and address the environmental problems. 


71. Trade has made a major contribution to economic growth in developing countries. The impetus for trade 
lies with the private sector, but the Government’s policy has consistently been to create the conditions in which 
trade can thrive. 


72. The Uruguay Round Agreements will lead to lower tariffs on goods and significant liberalisation of 
trade in services. Quantification of the impact on developing countries as a group is difficult. A 1994 study by 
the WTO estimated that by 2005 incomes of developing and transition economies (excluding China and Chinese 
Taipei) will be some $116 billion a year higher as a result of the Uruguay Round. Newly industrialised countries 
in Asia stand to gain most, and sub-Saharan Africa least. An important unquantified impact is the reform, 
extension and reinforcement of an orderly rule-based trading system; developing countries’ relative weakness in 
international negotiation means that they would tend to lose most from a less orderly system. 


Commodity agreements 


73. In general, the Government is not convinced of the value of market intervention measures which are 
designed to support prices artificially and supports the phasing out of commodity agreements. However, the 
Government uses its membership of a number of existing commodity agreements and study groups to improve 
the functioning of commodity markets and to enhance transparency. Economic growth in some developing 
countries has been dampened by declining terms of trade for their primary commodity exports. Countries with 
greater capacity to adapt to changing international market opportunities will be better placed to gain from 
liberalised world trade. For this reason, structural adjustment reforms being undertaken in many developing 
countries aim to enhance the responsiveness and flexibility of their economies. 


Tariff escalation 


74. Some developing countries complain about tariff escalation (the practice of imposing lower import tariffs 
on raw materials than finished or semi-finished products). About half of all developing country exports are in 
fuels, minerals and other primary commodities. Developing countries have argued that tariff escalation can 
exacerbate environmental pressures on them by making it harder for natural resource exporters to add value to 
their exports by undertaking more domestic processing. 


75. Many developing countries have a comparative advantage in the production and export of 
labour-intensive or resource-intensive commodities, but find it difficult to compete in high-technology or 
capital-incentive industries. Eliminating remaining trade barriers could have significant economic and 
environmental benefits for those counties able to exploit the new opportunities. This could lead to an expansion 
in output from labour-intensive processing industries, enabling those countries to add more value to their 
exported primary materials. The WTO’s own general analysis has found that the Uruguay Round has gone some 
way towards reducing tariff escalation. The Government considers, however, that further analysis is required 
to assess the implications of tariff escalation for the environment, especially compared with other forms of 
trade-restrictive practice. 


} 


The EC Generalised System of Preferences 


76. In some cases the multilateral trading system makes special provision for developing countries. The 
European Community’s Generalised System of Preferences (GSP) aims to increase the export earnings of 
developing countries, to promote their economic development and to accelerate their rate of economic growth 
by allowing their products access to EC markets at preferential rates of duty. A revised industrial GSP scheme 
was introduced on 1 January 1995. The main objective of the revision was to make the scheme simpler and 
more predictable for users. Whereas the previous scheme was based on duty-free entry of eligible products 
within certain limits, the new scheme applies fixed rates of reduced duty of between 85 per cent and 0 per cent 
of the normal duty according to the sensitivity of the products concerned to EC producers. The agricultural 
scheme is also due for review—probably during the course of 1996. The Government recognises the value which 
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developing countries attach to trade preferences offered under the Generalised System of Preferences and 
supports the aims of the scheme. The Government would have preferred a more generous EC scheme than that 
which resulted from the recent review. 


The Lomé Convention 


77. There are also some special arrangements provided by the European Community under the Lomé 
Convention. Lomé provides tariff-free access to the EC market for African, Caribbean and Pacific (known as 
ACP) industrial products and preferential access for many of their agricultural products. The Mid-Term Review 
of Lomé IV, which was signed in November 1995 and covers the years 1996-2000, saw a further improvement 
in market access for agricultural products, strongly supported by the UK. Quotas have been increased and tariff 
reductions of 15-16 per cent introduced for certain products. The rules of cumulation, which govern the share 
of non-ACP inputs allowed in a product before it loses its ACP status, have been widened to include 
neighbouring developing countries and the share of non-ACP inputs will rise from 10-15 per cent. The 
Government welcomes these improvements in access to the European market for ACP countries. 


The impact of agricultural subsidy regimes 


78. Some commentators have argued that subsidies and the use of other potentially trade-distorting 
mechanisms have an adverse effect on third countries and on developing countries in particular. The Common 
Agriculture Policy of the European Community has frequently been cited as an example of an agricultural 
support system which imposes costs on third country producers as well as EU consumers and taxpayers. This is 
because the levels of import protection and export subsidy needed to bolster domestic support can depress prices 
on world markets. 


79. Lower world prices depress returns to developing country producers so inhibiting investment in 
production and its modernisation. One of the consequences can be the adoption of farming practices which are 
not only inefficient but can have environmentally damaging consequences, for instance where agriculture is 
extended into vulnerable tropical forests. The Uruguay Round Agreements include a separate Agreement in 
Agriculture which, for the first time, offers a framework of disciplines applying to the level and nature of 
domestic support, the use of export subsidies and import protection. Phased reductions are required in each year 
between 1995 and 2000. The Government regards this as a useful start-in the process of trade liberalisation 
which will be taken further forward in the next round of negotiations on agriculture due to start in 1999. 
However, the impact on the environment in developing countries will depend mainly on their institutional 
frameworks and on the policies adopted to take advantage of more liberal agricultural markets. 


Special mechanisms in multilateral environmental agreements 


80. Some more recent MEAs, such as the Montreal Protocol, the Climate Change Convention and the 
Biodiversity Convention provide for finance to be made available to developing countries to enable them to 
meet certain “incremental costs” of implementing their obligations. As well as technical and financial assistance, 
developing countries are granted special treatment in terms of a differential schedule for compliance with some 
of the obligations of these MEAs. 


SECTION 7—‘REVIEW CURRENT UK _ INVOLVEMENT IN NEGOTIATING INTERNATIONAL TRADE AND ENVIRONMENTAL 
AGREEMENTS, IDENTIFYING WAYS IN WHICH THE GOVERNMENT CAN CONTRIBUTE MOST EFFECTIVELY WHILE PROTECTING UK 
INTERESTS” 


81. In June 1993, OECD Ministers agreed to procedural guidelines on trade and environment. Their purpose 
was to help governments improve the compatibility of trade and environment policies. The Government believes 
that in international fora UK policy-making on trade and environment is well integrated and has made particular 
efforts to improve even further co-operation between the government departments involved. It has increased the 
resources devoted to examining trade and environment links. The Government is committed to integrating 
sustainable development into decision-making at all levels, including in its approach to international trade policy. 
Similarly, in the development and implementation of multilateral environmental agreements, the Government is 
aware of the importance of consistency between multilateral environmental agreements and the WTO rules and 
of minimising negative trade effects. 


ANNEX A 


THE IMPACT OF TRADE LIBERALISATION ON THE ENVIRONMENT 


1. One of the key questions about the interaction between trade and the environment is how far it is possible 
to measure the impact of trade liberalisation on the environment. Trade liberalisation and economic growth 
change the impact of human activity on the environment. Studies of the impact of trade liberalisation on the 
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environment are at an early stage and there have, as yet, been few empirical studies. The Organisation for 
Economic Co-operation and Development (OECD) has carried out some preliminary research (“The 
Environmental Effects of Trade”, 1994) on the effects of trade on the environment, based on sector studies on 
agriculture, fisheries, transport and endangered species. 


2. From these studies the OECD has postulated that international trade may have both positive and negative 
environmental impacts. The analysis shows that, in most sectors, the direct effects of trade are small, largely 
because only a small share of environmentally-sensitive goods enters into trade and because trade is but one of 
many factors affecting the environment. 


3. The OECD study finds that “Trade expands the scale of economic activity and market growth, which can 
provide additional resources for environmental protection, but which may heighten certain ecological problems 
in the presence of market and intervention failures. Trade facilitates the international diffusion of 
environmentally-beneficial products and services, but it is also a vehicle for the international exchange of goods 
which may harm ecosystems.” 


4. The study continues: “Less is known about the impacts of trade liberalisation on the environment or the 
net environmental effects of liberalising trade in any particular sector. Trade liberalisation should have significant 
positive effects on the environment, particularly in correcting trade policy intervention failures which now have 
adverse environmental consequences. Trade liberalisation may also have some negative impacts, which generally 
relate to an expansion of trade in the absence of correcting other types of market and intervention failures ...” 


5. It also finds that “In general, trade is not the root cause of environmental problems, which are due to 
market and intervention failures. Market failures stem from deficiencies in the market’s ability to properly value 
and allocate environmental resources and the failure to internalise environmental costs in the price of goods and 
services. Intervention failures occur when government policies (environmental, trade and other types of policies) 
do not correct for, create or exacerbate market failures.” 


6. The OECD study proposes an analytical framework for examining the potential environmental effects of 
trade in terms of scale, products and structure. The OECD is considering some further sector studies in its future 
work programme. 


ANNEX B 
THE IMPACT OF ENVIRONMENTAL MEASURES ON COMPETITIVENESS 


1. Industries and firms gain or lose competitive advantages over time, as a result of a variety of factors, 
among which environmental requirements may, in some cases, be one element. However, environmental 
expenditures represent, on average, a relatively low proportion of total costs and are therefore unlikely to have 
a meaningful impact on competitive advantage. 


2. When considering the economic effects of environmental policy, it is important to distinguish between 
the competitiveness of individual firms, sector and countries. As economies grow and develop, consumer 
preferences and production technology change, market prices for different products rise or fall in response, and 
suppliers shift to new products. Such factors may affect whole sectors, particularly where they reflect a 
technological breakthrough. The competitiveness of an economy is improved by allowing the market to move 
resources out of activities in which it does comparatively badly and into activities in which it does 
comparatively well. 


3. There are also those concerned about “eco-dumping” and industrial migration to “pollution havens”. 
Those concerned about “eco-dumping” argue that industries in countries with lower or unenforced environmental 
standards have a competitive advantage. Those concerned about “pollution havens” argue that lower or 
unenforced environmental standards in some countries cause industrial migration, resulting in jobs and foreign 
direct investment being diverted from countries with high standards to countries with low standards. 


4. The Organisation for Economic Co-operation and Development (OECD) has examined this issue, but has 
not identified any evidence of countries deliberately resorting to low environmental standards in order to gain 
competitive advantages or to attract investment. Nor have systematic competitive impacts from disparate 
environmental regulations, nor loss of markets due to “eco-dumping” been documented. Nor has the OECD 
identified evidence of significant industrial migration to countries with lower environmental standards. 


ANNEX C 
WTO AGREEMENTS WHICH DEAL WITH PROCESSES 
The Agreement on Trade*Related Aspects of Intellectual Property Rights allows importing countries to 


discriminate against products if they are produced using misappropriated intellectual property; The Agreement 
on Subsidies and Countervailing Measures allows discrimination against products produced using excessive 
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subsidy; and GATT Article XX(e) allows countries to discriminate against products produced using prison 
labour. 


ANNEX D 


WTO AGREEMENTS WHICH TAKE ACCOUNT OF ENVIRONMENTAL CONSIDERATIONS 


(i) The Agreement on Technical Barriers to Trade extends and clarifies the earlier code on this subject 
with regard to scope as well as transparency, consultation and dispute settlement procedures; 


(ii) The new Agreement on Sanitary and Phyto-Sanitary Measures covers measures which protect animal 
and plant health. It also addresses the wide variety of government measures used to ensure the safety 
of human and animal food or to protect human health from pests or diseases carried by plants 
and animals; 


(iii) The Agreement on Agriculture covers commitments to liberalise trade through improved market 
access, reductions in domestic support and cuts in export subsidies. Under the Agreement there are 
no restrictions on payments targeted to achieve environmental benefits; 


(iv) The Agreement on Subsidies and Countervailing Duties includes assistance for adapting existing 
facilities to new environmental requirements to non-actionable subsidies subject to certain conditions; 


(v) The Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPs) provides for 
exclusions from patentability in areas that are likely to be of importance for environmental protection, 
subject to certain conditions; 


(vi) The General Agreement on Trade in Services contains a general exception for measures necessary 
to protect human, animal or plant life or health (Article XIV), similar to Article XX of the GATT. 


(vii) The new Understanding on Dispute Settlement contains new working procedures for panels. When 
a dispute involves trade-related environmental issues, each panel has the opportunity to seek 
information and technical advice from any individual or body which it deems appropriate as well as 
requesting an advisory report in writing from an expert review group concerning scientific or other 
technical matters. 


ANNEX E 
THE WORK OF INTERNATIONAL ORGANISATIONS ON TRADE AND ENVIRONMENT 


The Organisation for Economic Co-operation and Development (OECD) Joint Session of Trade and 
Environment Experts 


1. The OCED began an examination of the integration of trade and environment policies with the 
establishment in 1990 of the Joint Session of Trade and Environment Experts. The objective of the OECD’s 
work is to contribute to the achievement of sustainable development by addressing trade and environment issues 
with a view to promoting the compatibility and mutual reinforcement of trade and environmental policies in 
practice. The OECD Joint Session has produced several substantive as well as progress reports which have 
charted progress in improving understanding of the links between trade and environmental policies. 


2. In 1993, the OECD Ministers approved procedural guidelines on integrating trade and environmental 
policies and Member countries are pursuing their implementation. The guidelines have helped to encourage 
better co-ordination between trade and environment officials within governments, as has their work together in 
the Joint Session. Mutual awareness and understanding between government departments dealing with policy 
areas where trade and environmental interests interact are much improved compared with 1990. 


3. In May 1995, the OECD published a major report to the OECD Council at Ministerial level on trade and 
environment. This reported the Joint Session’s conclusions on its work programme which covered the effects of 
trade liberalisation on the environment, competitiveness issues, the use of trade measures for environmental 
purposes, processes and ‘production methods, life-cycle approaches and trade, economic instruments and trade, 
harmonisation of environmental policies and requirements; and trade and environment dispute settlement. 


4. The OECD Joint Session has taken theoretical analysis of the linkages between trade and environment 
policies a long way. The Joint Session is now preparing a new programme of work within terms of reference 
approved by the OECD’s Environmental Policy and Trade Committees. The terms of reference have a new 
focus on empirical studies. The Joint Session’s role is due to be reassessed in 1997. 


The OECD Joint Working Party of the Committee for Agriculture and the Environment Policy Committee 


5. Also in the OECD, a Joint Working Party of the Committee for Agriculture and the Environment Policy 
Committee began work in September 1993. Its remit is, broadly, to examine the links between agriculture and 
the environment. The work programme includes the development of a set of agri-environmental indicators, and 
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case studies on the impact of agricultural policies on the environment. A new study has recently been initiated 
on the impact of agricultural policy reform on the environment, which will include as a major element the 
effects of trade liberalisation. It is intended that, where appropriate, the Joint Working Party’s work will draw 
on and complement the activities of the OECD’s Joint Session of Trade and Environment Experts. The mandate 
of the Joint Working Party is currently scheduled to expire at the end of January 1997. 


The General Agreement on Tariffs and Trade (GATT) Group on Environmental Measures and International 
Trade 


6. The Group on Environment Measures and International Trade (EMIT group) was formally set up in the 
GATT in 1971, but remained inactive until 1991, when, following the Mexico/US tuna/dolphin panel, it began 
to examine some trade-related aspects of environment policies which might result in significant trade effects for 
GATT contracting parties. It considered trade provisions contained in existing multilateral environmental 
agreements; multilateral transparency of national environmental regulations likely to have trade effects; and 
trade effects of new packaging and labelling requirements aimed at protecting the environment. It did some 
preliminary work on these issues and also considered follow-up to UNCED. The Group was wound up with the 
establishment of the WTO. 


World Trade Organisation (WTO) Committee on Trade and Environment 


7. Ministers decided at Marrakech in April 1994 to set up a new Committee on Trade and Environment 
(CTE) in the new WTO to consider a wide-ranging work programme on trade, environment and sustainable 
development (terms of reference at Annex F). The CTE is to identify the relationship between trade measures 
and environmental measures, in order to promote sustainable development and to make appropriate 
recommendations on whether any modifications of the provisions of the multilateral trading system are required. 
It is the first international organisation examining these issues with such a remit. 


8. The CTE’s work programme builds on the work that was done by the GATT EMIT Group and also 
extends into new areas covered by the WTO rules (e.g., services, trade-related aspects of intellectual property 
rights). Its work programme has the potential to cover nearly all the issues which have been identified so far 
under the heading of “trade and environment”. Broadly, it looks at the effect of environmental measures on 
trade, rather than the reverse, since the WTO itself has no competence m environmental policy. The issue of 
“non-product-related PPMs” described above does not appear on the CTE work programme explicitly, but 
underlies many of the topics under consideration. 


9. Before the establishment of the WTO, a Sub-Committee of the WTO Preparatory Committee on Trade and 
Environment began considering the items on its work programme. The CTE itself was set up in January 1995. 


10. The CTE is due to report by the WTO Ministerial Conference in Singapore in December 1996. All the 
items on the work programme have received some consideration, but discussion of some issues has made more 
progress than others. There are also some topics on which further progress will depend in part upon developments 
in other fora outside the WTO. 


United Nations Commission on Sustainable Development (UNCSD) 


11. The UNCSD (the body which monitors progress in implementing Agenda 21) reviewed progress in 
implementing Chapter 2 at its annual meetings in 1994 and 1995. It has adopted two resolutions on trade and 
environment recognising, inter alia, the need to assess the environmental impact of trade and to promote the 
integration of some environmental principles and concepts into the trading system. The UNCSD has endorsed 
the importance of co-operation between the various agencies on these issues. 


United Nations Environment Programme (UNEP) 


12. UNEP has established a special policy unit, the Environment and Trade Office, through which it is 
publishing a series of review papers looking at a range or trade and environment issues, particularly legal, 
economic and scientific issues from the environmental point of view. Some 12 studies have already been 
published. Work has also been taken forward on a series of issues such as environmental reviews of trade policy 
through a number of Ad Hoc Technical Informal Working Groups involving experts. 


UNCTAD Ad Hoc Working Group on Trade, Environment and Development 


13. The United Nations Conference on Trade and Development (UNCTAD) established an Ad Hoc Working 
Group on Trade, Environment and Development in 1994, to operate as a forum complementary to the WTO 
CTE to examine the interactions between trade and environment, from a sustainable development perspective, 
taking into account the specific needs and requirements of developing countries. 
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14. This group has met less frequently than the OECD and WTO groups, but has considered the impact of 
environmental measures and policies on market access and competitiveness, in particular for developing 
countries and countries in transition; new instruments of environmental policy and their effect on trade, taking 
into account the necessity of international co-operation in order to ensure transparency; market opportunities for 
ecological products, with special emphasis on the definition and certification of these products; ecolabelling and 
eco-certification programmes. In co-operation with UNEP (see above), UNCTAD is working on the greater 
internalisation of costs in commodity production. The UN Interagency Committee on Sustainable Development 
has sought to minimise overlap between international organisations on trade and environment by appointing 
UNCTAD as “task manager” for UN agencies working on trade and environment. 


15. The Ad Hoc Group has recently completed its report to Ministers and the way forward on its work will 
be considered at UNCTAD IX in April-May 1996. 


International Organisation for Standardisation (ISO) 


16. ISO is the international organisation with responsibility for agreeing international standards. The UK is 
represented by the British Standards Institution. Standards agreed by ISO are recognised by the WTO. ISO is 
currently working on three international standards on aspects of environmental labelling and life cycle 
assessment standards. 


ANNEX F 
TERMS OF REFERENCE OF THE WTO CommMiITTEE ON TRADE AND ENVIRONMENT 
Extract from the Decision on Trade and Environment of 15 April 1994 


[Ministers] Decide: 

— to direct the first meeting of the General Council of the WTO to establish a Committee on Trade 
and Environment open to all members of the WTO to report to the first biennial meeting of the 
Ministerial Conference after the entry into force of the WTO when the work and terms of reference 
of the Committee will be reviewed, in light of recommendations of the Committee, 


— that the TNC [Trade Negotiations Committee] Decision of 15 December 1993 which reads, in part, 
as follows: 


“(a) to identify the relationship between trade measures and environmental measures, in order to promote 
sustainable development; 


(b) to make appropriate recommendations on whether any modifications of the provisions of the 
multilateral trading system are required, compatible with the open, equitable and non-discriminatory 
nature of the system, as regards, in particular: 

— the need for rules to enhance positive interaction between trade and environmental measures, 
for the promotion of sustainable development, with special consideration to the needs of 
developing countries, in particular those of the least developed among them; and 

— the avoidance of protectionist trade measures, and the adherence to effective multilateral 
disciplines to ensure responsiveness of the multilateral trading system to environmental 
objectives set forth in Agenda 21 and the Rio Declaration, in particular Principle 12; and 

— surveillance of trade measures for environmental purposes, of trade-related aspects of 
environmental measures which have significant trade effects, and of effective implementation 
of the multilateral disciplines governing those measures;” 


constitutes, along with the preambular language above, the terms of reference of the Committee on Trade 
and Environment. 


— that, with these terms of reference, and with the aim of making international trade and environmental 
policies mutually supportive, the Committee will initially address the following matters, in relation 
to which any relevant issue may be raised: 


— the relationship between the provisions of the multilateral trading system and trade measures for 
environmental purposes, including those pursuant to multilateral environmental agreements; 


— the relationship between environmental policies relevant to trade and environmental measures with 
significant trade effects and the provisions of the multilateral trading system; 
— the relationship between the provisions of the multilateral trading system and: 
(a) charges and taxes for environmental purposes 
(b) requirements for environmental purposes relating to products, including standards and 
technical regulations, packaging, labelling and recycling; 


260833 B 
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— the provisions of the multilateral trading system with respect to the transparency of trade measures 
used for environmental purposes and environmental measures and requirements which have 
significant trade effects; 


— the relationship between the dispute settlement mechanisms in the multilateral trading system and 
those found in multilateral environmental agreements; 


— the effect of environmental measures on market access, especially in relation to developing countries, 
in particular to the least developed among them, and environmental benefits of removing trade 
restrictions and distortions; 


— the issue of exports of domestically prohibited goods, 


— that the Committee of Trade and Environment will consider the work programme envisaged in the 
Decision on Trade in Services and the Environment and the relevant provisions of the Agreement 
on Trade-Related Aspects of Intellectual Property Rights as an integral part of its work, with the 
above terms of reference. 


ANNEX G 
MULTILATERAL ENVIRONMENTAL AGREEMENTS WITH TRADE PROVISIONS 


(i) Convention Relative to the Preservation of Fauna and Flora in their Natural State, 1933. 
(ii) Convention on Nature Protection and Wildlife Preservation in the Western Hemisphere, 1940. 
(iii) International Convention for the Protection of Birds, 1950. 
(iv) International Plant Protection Agreement, 1951. 
- (v) Plant Protection Agreement for the South East Asia and Pacific region, 1956. 
(vi) Convention of Conservation of North Pacific Fur Seals, 1957. 


(vii) Agreement Concerning the Co-operation in the Quarantine of Plants and their Protection against 
Pests and Diseases, 1959. 


(viii) Phyto-sanitary Convention for Africa, 1967. 

(ix) African Convention on the Conservation of Nature and Natural Resources, 1968. 

(x) European Convention for the Protection of Animals during International Transport, 1968. 

(xi) Benelux Convention on the Hunting and Protection of Birds, 1970. 

(xii) Convention on International Trade in Endangered Species of Wild Fauna and Flora, 1973. 
(xiii) Agreement on the Conservation of Polar Bears, 1973. 
(xiv) Convention for the Conservation and Management of the Vicuna, 1980. 

(xv) ASEAN Agreement on the Conservation of Nature and Natural Resources, 1985. 
(xvi) Montreal Protocol on Substances That Deplete the Ozone Layer, 1987. 


(xvii) Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and their 
Disposal, 1989. 


(xviii) The Wellington Convention for the Prohibition of Fishing with Long Driftnets in the South Pacific, 
1989. 


ANNEX H 


MAJOR MULTILATERAL ENVIRONMENTAL AGREEMENTS CONTAINING TRADE PROVISIONS 


CITES 


1. CITES came into force in 1975 in response to growing international concern about the effect on wildlife 
populations of high levels of trade in wild animals and plants. In its preamble it recognises: “that peoples and 
States are and should be the best protectors of their own wild fauna and flora” but also “that international 
co-operation is essential for the protection of certain species of wild fauna and flora against over-exploitation 
through international trade”’. 
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2. CITES classifies species under three appendices and defines the conditions under which import and export 
permits may be issued. Appendix I includes all species threatened with extinction which are or may be affected 
by trade. Trade in these species is subject to particularly strict regulation through both import and export permits 
which may be issued only in exceptional circumstances. Species in Appendix II may become threatened with 
extinction unless their trade and the trade in species that resembles them is subject to strict regulation; trade in 
Appendix II species is regulated by the issue of export permits. Appendix III covers species identified by an 
individual Party as being subject to regulation within its jurisdiction and for which it requests the co-operation 
of other Parties in the control of trade. The import, from whatever source, of Appendix III species requires a 
certificate of origin and, where the import is from a country which has specifically listed that species in Appendix 
III, an export permit is required. 


3. Article VIII of CITES requires that ‘Parties shall take appropriate measures to enforce the provisions of 
the present Convention and to prohibit the trade in specimens in violation thereof’ including “to penalise trade 
in, or possession of, such specimens, or both’. Article XIV states that the provisions of CITES shall in no way 
affect the right of Parties to adopt stricter domestic measures regarding the conditions for trade of specimens 
whether or not they are included in the Appendices. 


4. There are at present 130 Parties to CITES including the UK. CITES is presently implemented in the 
European Community by EC Regulation 3626/82. This applies stricter tests to the import of some species from 
third countries than required by CITES and also imposes controls on the internal sale of the most endangered 
species. In June 1995, the Council of Ministers reached political agreement on the text of a new CITES 
Regulation to take account of the introduction of the Single Market. The new Regulation is likely to take effect 
in January 1997. 


5. Statutory protection for British wild species and their habitats is provided by EC Directives on the 
Conservation of Wild Birds (79/409/EEC) and the Conservation of Natural Habitats of Wild Fauna and Flora 
(92/43/EEC) which are implemented in the UK by the Wildlife and Countryside Act 1981 and the Conservation 
(Natural Habitats, etc.,) Regulations 1994. In the UK, CITES provisions are enforced through the Control on 
Trade in Endangered Species regulations. These relate to the control of import/export permits, the display, sale, 
keeping and transport of endangered species. They also include powers of search and prosecution. 


6. International trade in wildlife is largely from developing to developed countries but there are also 
significant movements between developing countries. CITES provides a means of monitoring trade levels and 
patterns and encouraging international co-operation in conserving species for which there is a trade demand. For 
example, the development of ranching techniques enabled trade to be resumed in previously endangered 
crocodile species. The Convention also provides a powerful focus for efforts to tackle illegal trade in wildlife, 
presently estimated to be worth up to US$5 billion a year. 


7. The Parties to the Convention have been evaluating its future direction. At their ninth conference in 
November 1994 they agreed new, more scientifically objective criteria for including species in the appendices, 
and commissioned a wide-ranging review of the Convention’s effectiveness. The review is due to begin shortly. 


The Montreal Protocol 


8. The production and supply of ozone depleting substances (ODSs) are being phased systematically under 
the Montreal Protocol. 


9. In the Protocol itself the Parties recognised that “worldwide emissions of certain substances can 
significantly deplete and otherwise modify the ozone layer in a manner that is likely to result in adverse effects 
on human health and the environment”. They determined consequently, to try to protect the ozone layer “by 
taking precautionary measures to control equitably total global emissions”. 


10. The seven Meetings of Parties to the Montreal Protocol convened since 1987 have succeeded in agreeing 
progressively tighter controls on ODSs. These include controls on the importation and exportation of the main 
controlled substances CFCs, halons, carbon tetrachloride and 1,1,1 trichloroethane, and on products containing 
these substances from and to any non-Party to the Protocol by September 1995, there were 151 Parties to the 
Protocol. Further decisions will be taken at the Ninth Meeting of the Parties in 1997 whether to extend such 
trade measures to cover hydro-chlorofluorocarbons (HCFCs) and methyl bromide. 


11. Although there are provisions for developing countries to delay implementation and receive aid to 
comply with the Protocol’s stipulations, the objectives are clear and its multilateral nature is a necessity. 


12. The European Community has implemented the Protocol through Community Regulations which are 
directly applicable in UK law. The EC controls are more stringent than those in the Montreal Protocol. 


13. The most recent regulation (EC Regulation 3093/94 on Substances that Deplete the Ozone Layer) came 
into force on 1 January 1995. It establishes a system of controls of the production, supply, use and trade in 
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ODSs. All imports to the EC of virgin, recycled or recovered ODSs are licensed by the Commission and 
controlled by quota (agreed by Member States and the Commission on an annual basis). 


14. Since 1994 there has been a zero quota for virgin substances, meaning that only recovered substances 
could be imported into the EC for release into free circulation. Member States recently agreed on zero import 
quotas for all ODSs in 1996 except for some nominated essential uses and destruction. 


15. Halons are the most destructive ozone depleting substances. Halon production and consumption by 
developed countries was phased out on 1 January 1994. CFC and carbon tetrachloride were phased out in the 
European Community on 1 January 1995, and in all developed countries together with 1,1,1 trichloroethane 
from 1 January 1996. After phaseout, production of these substances will only be allowed for a limited number 
of “essential uses” agreed by the Parties and to meet the basic domestic needs of developing countries until 
phaseout applies to them in 2010. The total world-wide production of CFCs is estimated to have declined by 60 
per cent since 1988. CFC consumption in the EU is estimated to have decreased by 80 per cent since 1988. 


16. At the fourth Meeting of the Parties in Copenhagen in 1992, controls were introduced for the first time 
on HCFCs and methyl bromide. These controls were tightened at the seventh Meeting of the Parties in Vienna 
in 1995. Production of HCFCs in developed countries is to be phased out by 2020 with a 0.5 per cent “tail” for 
servicing existing equipment, and methyl bromide is to be phased out by 1 January 2010 subject to an exemption 
for any “critical agricultural uses”. As mentioned in paragraph 10 above, trade controls with non-Parties do not 
yet apply to these substances. 


17. There is some illegal trade in ODSs, thought to be concentrated on traffic from Eastern Europe. Press 
reports suggest that around 10,000 tonnes of CFCs per year may be entering Europe from Russia and that illegal 
Russian trade may be worth around £300 million a year. As CFCs are still needed to maintain existing equipment, 
the threat of illegal trade may increase as they become more scarce. The problem is compounded in the US 
where high excise taxes on ODSs provide an added incentive to criminal activity. The problem of illegal trade 
is currently being considered by an EU working group chaired by the Commission and will be examined further 
by the Parties to the Protocol at the ninth Meeting in 1997. 


Basel Convention 


18. The Basel Convention on the Control of Transboundary Movement of Hazardous Wastes and their 
Disposal is administered under the auspices of the United Nations Environment Programme. Ninety-four states, 
plus the EEC, are now Parties to the Convention, the UK having become a Party in May 1994. 


19. The Basel Convention provides a system of controls on transfrontier movements of hazardous and 
household wastes. It was drawn up following a number of well-publicised international incidents involving 
controversial attempts to dispose of cargoes hazardous waste. 


20. Parties to the Convention are obliged to take appropriate measures to: 


(i) reduce transboundary movements to a mihimum, consistent with their environmentally sound 
management; 


(ii) minimise the generation of waste; 
(iii) achieve national self-sufficiency in the disposal of waste; 


(iv) prevent transboundary movements where the importing country has not given its prior informed 
consent (i.e., Parties should respect any import bans). 


(v) ensure that disposal takes place in an environmentally sound manner; 
(vi) prevent and punish illegal traffic in waste; 


(vii) ensure that transfrontier movements between Parties and non-Parties do not proceed in the absence 
of specific agreements, which must be notified to the Convention Secretariat. 


The Convention also provides a basis for training and guidance on a variety of aspects of waste management, 
including the proper handling and treatment of hazardous waste. A series of regional training centres will be 
established in due course. 


21. The EU implements the Convention via the Waste Shipments Regulation (EEC) No. 259/93. The 
Regulation has direct effect, but in the UK is supplemented by the Transfrontier Shipment of Waste Regulations 
1994 (Statutory Instrument 1994 No. 1137), which deal with certain supplementary matters. 


22. The UK supports the aims and objectives of the Basel Convention. To this end, the Government has 
developed a policy of self-sufficiency in the disposal of the UK’s waste. At the international level, the 
Government recognise that developing countries frequently have neither the resources nor the expertise to 
dispose of waste in an environmentally sound manner. The Government therefore supports the decision, taken 
at the Second Conference of the Parties, to ban exports of hazardous wastes from OECD to non-OECD countries. 
The ban applied with immediate effect to such movements of hazardous waste for disposal and will apply, with 
effect from 1 January 1998, to movements of hazardous waste for recovery. 
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23. The Parties to the Convention recognise that international trade in non-hazardous waste represents a 
means by which developing countries can gain access to secondary raw materials more cheaply than if they 
were obliged to purchase virgin raw materials at full market prices. There are also good environmental reasons 
to use such wastes in preference to virgin material. The Convention therefore allows trade in these non-hazardous 
waste recyclables to continue. (Restrictions on trade in hazardous waste recyclables only apply to developing 
countries—developed economies are considered capable of treating such wastes in an environmentally sound 
manner). 


24. The Basel Technical Working Group is currently reviewing the definition of hazardous waste under the 
Convention to ensure that only those wastes classified as hazardous are subjected to the ban on trade with 
non-OECD countries. The UK is heavily involved in the work of the Group; a senior official from the 
Department of the Environment currently chairs meetings, and the UK is otherwise represented at official level. 
The “hazard characterisation” process is making good progress and the Group is also continuing with the work 
on technical guidance on the handling of hazardous waste. 


25. It is too early to judge the effectiveness of the Basel Convention. This entered into force in May 1992 
and the EC and its Member States—which comprise the biggest trading and economic grouping within the 
Convention—only became Parties in 1994. A number of states, including the USA, have still to become Parties. 


26. The Convention Secretariat is working with the Parties to develop systems for monitoring and analysing 
information on transboundary movements of waste, to assist in evaluating the effectiveness of the Convention. 
The UK has also proposed that OECD should undertake research to explore the wider issues concerning the 
balance to be struck between environmental and trading considerations. 


ABBREVIATIONS 

ACP African, Caribbean and Pacific countries 

ASEAN Association of South East Asian Nations 

CFCs Chlorofluorocarbons 

CITES The Washington Convention on International Trade in Endangered Species of Wild Fauna and Flora 
CTE World Trade Organisation Committee on Trade and Environment 
EMIT GATT Group on Environmental Measures and International Trade 
GATT General Agreement on Tariffs and Trade 

GSP Generalised System of Preferences 

HCFCs Hydro-chlorofluorocarbons _.... 

ISO International Organisation for Standardisation 

MEAs Multilateral Environmental Agreements 

MFN Most Favoured Nation 

ODS Ozone depleting substances 

OECD Organisation for Economic Co-operation and Development 

PPM Processes and production methods 

TRIPs Trade-Related Aspects of Intellectual Property Rights 

UNCED United Nations Conference on Environment and Development 
UNCSD __ United Nations Commission on Sustainable Development 
UNCTAD United Nations Conference on Trade and Development 

UNEP United Nations Environment Programme 

WTO World Trade Organisation 


Examination of witnesses 


Dr Davip Fisk, Director, Environment and International Directorate (Grade 3), Ms BripGer CAMPBELL, 
Environmental Protection International Division (Grade 7), Department of the Environment; Mr JONATHAN 
Startup, Head of International Trade Policy Branch 2 (Grade 5), Department of Trade and Industry; were 
examined. 


Chairman 


1. Can I start by welcoming you to the first session 
of our new inquiry into World Trade and the 
Environment and could I ask you to identify 
yourselves, for the record, please? 

(Dr Fisk) . Thank you very much, Chairman. I am 
Dr David Fisk. I am the Director, Environment and 
International, at the Department of the Environment 


and, as it happens, also the Department’s Chief 
Scientist. My colleagues, on my left, are Mr Jonathan 
Startup, from the Department of Trade and Industry, 
who until just last week headed the branch that was 
responsible for new trade issues in the Department of 
Trade and Industry; and on my right is Ms Bridget 
Campbell, from the Environmental Protection 
International Division in the Department of the 
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Environment. Chairman, if you agree, I would perhaps 
like just to say a few words to introduce more broadly 
our memorandum. 


2. Yes, as long it is fairly brief. 

(Dr Fisk) I promise they will be short, Chairman. 
The Government, first would like to re-emphasise that 
it welcomes the Committee’s very timely inquiry into 
trade and the environment. As the Committee will 
have appreciated from our memorandum, this is an 
area where understanding is at an early stage, where 
there is a lot of work under way, and much of it in 
international organisations. The United Kingdom, with 
our other EU colleagues, has pressed strongly and, we 
might say, successfully for the establishment of the 
Trade and Environment Committee within the World 
Trade Organisation. In parallel we have encouraged 
the United Nations Environment Programme to see 
itself in its future role as, if you like, the environmental 
counterpart of the World Trade Organisation. The 
Government firmly believes that an open trading 
system and increased environmental protection are 
mutually compatible and supportive of sustainable 
development. High levels of environmental protection 
are only affordable with economic growth. An open 
trading system is a major tool to advancing world 
economies. However, we recognise that process-based 
environment laws and policies and product-based trade 
rules have developed along different tracks, and unless 
care is exercised there is a potential for tension 
between them. We believe it will be helpful to explore 
these tensions and to examine the scope for solutions 
which could minimise the risk of future conflict and 
command a wide acceptance, while avoiding 
undermining the multilateral trading system. In many 
cases, multilateral approaches to environmental 
agreements are of great help—this is why the 
Government considers that it would be particularly 
helpful to make progress on clarifying the relationship 
between multilateral environmental agreements 
containing trade measures and the GATT rules. It also 
believes that it will be very helpful to clarify the 
relationship between voluntary _ life-cycle-based 
policies, such as ecolabelling, and the trade rules. And 
the Government believes that with that improved 
understanding and a good integration of international 
policy-making we would be able to achieve two major 
objectives in this area. First, it would promote 
consistency between trade liberalisation in the 
development of environmental protection policies, and 
second, it would avoid conflicts between the 
multilateral trading system and environmental law. 
Finally, Chairman, I should emphasise that the 
Government believes that a pragmatic, rather than a 
theoretical, approach is required, and I guess we will 
return to that principle a number of times during our 
evidence. The environment is preserved through real 
world actions rather than through constructing intricate 
bureaucratic structures and logical niceties. This is, in 
any case, an area where the role of governments is 
necessarily limited; consumers, non-governmental 
organisations and the private sector will all play a part 
in shaping how the future environment and trade 
agenda develops. We look forward to the insight that 
the Committee’s work will provide, in moving the 


debate forward towards the WTO Singapore 
Ministerial Conference in December. 
Chairman: Thank you very much. 


Mr Olner 


3. Coming back to that Conference you 
mentioned, can you explain briefly how your 
Departments work together to prepare for negotiations 
in an international forum such as the WTO, and which 
is the lead Department, and what negotiations do you 
have with counterparts in the EU, in ensuring that the 
UK’s position is put first and foremost? 

(Dr Fisk) Clearly, there are a number of 
Departments who have a role to play here. DoE’s role 
is in promoting environmental protection, a framework 
for sustainable development; the Department of Trade 
and Industry seeks to uphold the multilateral trading 
system and represents the interests, also, of course, of 
industry and consumers. The Overseas Development 
Administration focuses on impacts on developing 
countries, the Treasury on wider economic values; the 
Ministry of Agriculture, Fisheries and Food is 
responsible for trade in those areas. 


4. But which is the lead Department? 

(Dr Fisk) 1 am sorry. Chairman, what I was 
endeavouring to do was to give you, essentially, the 
list of Departments and then explain how, under 
different circumstances, it would be rather natural for 
one or other to be taking the lead in bringing together 
what is a collective position. But I think actually the 
list of Departments who have an interest in trade and 
the environment is very wide. The only one I had left 
off my list, Chairman, was the Foreign and 
Commonwealth Office, who have an overarching 
interest. The particular question was addressing how 
does that group assemble its brief for the World Trade 


‘Organisation, and I think Mr Startup will give you a 


feeling of how we do that. In other fora, which also 
address environment and trade issues, there will be a 
different lead Department. So, for example, if the 
United Nations Environment Programme were 
addressing this issue that would be naturally a DoE 
lead; in the World Trade Organisation the 
Government’s position is assembled by the 
Department of Trade and Industry, and I think Mr 
Startup might just give you a little idea of broadly how 
we would go about that. 

(Mr Startup) Yes; thank you, Chairman. As Dr 
Fisk has said, the Department of Trade and Industry 
takes the lead within Whitehall on trade issues 
generally and the UK’s position in the World Trade 
Organisation, though, of course, that is also 
co-ordinated at Community level, which is another 
point that was touched on. There are consultations 
within Whitehall, interdepartmental consultations, on 
our trade policy, various aspects of our trade policy, 
and on trade and the environment; obviously, we work 
very closely with the Department of the Environment 
and the other Departments that Dr Fisk has mentioned. 
In practice, when it comes to meetings, of course, the 
Community acts as a unit with the Member States in 
the World Trade Organisation for most purposes, that 
position is then co-ordinated at meetings in Brussels. 
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These tend usually to be under the auspices of what is 
called the Article 113 Committee, the committee set up 
to co-ordinate the Community’s trade policy at official 
level; at those meetings both my Department, the 
Department of Trade and Industry, and the Department 
of the Environment, and indeed other Departments, as 
the need arises, form the delegation. 


5. But how does the UK Government provide the 
right balance between trade and environmental issues? 

(Dr Fisk) Chairman, if I might refer back to my 
introduction, in a sense, we do not see trade and the 
environment as an issue of trade-offs, we see them as 
potentially mutually supportive. The issue then is to 
identify what possible barriers or problems may 
actually lead you to, as it were, the lose/lose situation, 
when in principle the view we are taking, quite firmly, 
and taking in the memorandum, is that this is a 
win/win situation, that appropriate trade measures will 
lead actually to the sort of economies that are able to 
afford good environmental protection. 


Mr Thomason 


6. The WTO is a pretty opaque organisation, is 
it not? 
(Dr Fisk) Chairman, that is a very direct question. 


Chairman 


7. Can we have a direct answer then? 

(Dr Fisk) Which invites a direct answer, but I do 
not believe that it would be fair to accuse it as being 
opaque in a very dark sense. Again, I would invite DTI 
to explain a little bit about the process in WTO, 
exactly how agreements come forward, but I do not 
think it is a criticism we would necessarily endorse 
that the WTO is an opaque process. 


Mr Thomason 


8. Do you think it is satisfactory that it does not 
even publish a transcript of its proceedings? 

(Mr Startup) The WTO is essentially an 
intergovernmental organisation, the WTO agreements 
are contractual agreements between governments, and 
it is perhaps rather different, in that respect, from, say, 
certain United Nations organisations. The outcome of 
negotiations is, of course, there in the text of the 
agreements, for everybody to see, and the WTO also 
publishes reports, both on its work generally, on 
international trade generally, and on specific topics, 
such as, indeed, trade and the environment. It is true 
that the proceedings are conducted between 
governments but there are a number of ways in which 
the views of non-governmental organisations can be 
fed in; obviously, the primary way in which that can 
be done is at national level. And certainly the UK, 
and we know other governments as well do this, talks 
regularly to various groupings of non-governmental 
organisations—well, it is really a two-way dialogue— 
to try and improve our understanding of their concerns 
and also to increase understanding on their part, we 
hope, of the operation of the World Trade 
Organisation. I think it is true that the World Trade 
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Organisation, and the world trading system generally, 
is perhaps still too little understood publicly and 
anything we can do to improve understanding must be 
helpful; but, as I say, for ourselves, we do this through 
a regular dialogue with people with an interest in 
trade negotiations. 


9. Does not improving that understanding lead to 
one conclusion, that the dialogue should be published? 

(Mr Startup) As I say, the meetings themselves are 
conducted between governments but there are also 
other channels of communication. The WTO holds 
seminars—for instance, there was one in June 1994 
and we have been encouraging the WTO to repeat 
that—which actually allow the direct participation of 
non-governmental organisations. The WTO has also 
moved to increase the openness of its proceedings, for 
instance, by earlier derestriction of documents, and, as 
I say, there are regular reports on its activities. I am 
not sure that an actual transcript of the proceedings— 
it is not a discussion like a debate or like a seminar or 
a discussion in this Committee, because a lot of the 
time negotiations consist of people taking negotiating 
positions, and perhaps the actual transcript of what 
they say would not be the most illuminating way of 
finding out what is actually going on. 


10. You mean it would not be suitable for 
domestic consideration? 

(Mr Startup) \ think it would not be very 
illuminating, compared, as I say, with the many other 
ways in which information is made available about 
the WTO. : 


Chairman 


11. You mean it would be very illuminating but it 
might not be the things that governments wanted to 
admit to? 

(Mr Startup) The position which the Government 
has taken on this issue, and indeed on others within 
the WTO, has been very well-known. 


Mr Thomason 


12. No; your public stance has been well-known, 
not what you have actually said in the WTO? 

(Mr Startup) 1 do not think there has been very 
much of a difference; indeed, I do not think there has 
been a difference at all. The Government has 
consistently made clear what its general trade policy is 
and what its position is on issues such as trade and the 
environment, and we have been taking a line within 
the WTO, or, in practice, as I say, within the 
Community, which is where positions are co-ordinated 
for the WTO, which is consistent with that, and we 
can certainly explore in more detail what that policy is 
in further discussion here. 


13. You could argue that there is no point in 
NGOs talking to the British Government about their 
position in WTO because Britain hardly has a position 
at all, it is all dominated by the European Union’s 
position, is it not, which represents us? 

(Mr Startup) 1 do not think that is entirely true. I 
think the UK has had a very substantial influence on 
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the Community’s trade policy over the years; for 
instance, during the Uruguay Round, I think, the 
position we took, of very strong support for ultimate 
agreement on a number of very difficult issues, such 
as agriculture, for instance, helped quite considerably 
in supporting the Commission’s position within the 
negotiations. And on this issue particularly, on trade 
and the environment, I think that the UK input has 
been quite substantial, as we have, if I may say so, 
done a lot more thinking about many of the issues than 
a number of other governments have, and, as a result, 
I think, we have been able to influence the Community 
position, and thus indirectly, in the course of time, we 
hope, the position of the World Trade Organisation 
itself, in substantial ways. 


14. It is certainly true, is it not, that the British 
position is substantially diluted? First of all, it has to 
be integrated within a European presentation, and that 
European presentation itself has to be the subject of 
negotiation, both formally and informally, before a 
WTO stance is reached. So the whole thing goes 
through a series of sieves, as it were, before it becomes 
a policy, does it not, and sieves which are not 
necessarily there for all other governments? 


(Dr Fisk) Chairman, I wonder if I could just 
address that, in the context of the EU and trade in the 
environment. You may argue that on some cases it is 
probably the converse. Trade and the environment, in 
the broad sense, is an issue of mixed competence 
between Member States and the Community; there are 
many circumstances in which Member States also have 
competence as well the Community. And in those 
areas where the United Kingdom is able to persuade 
the other Member States of the Union of the rightness 
of a particular view, or of a particular logic, or of a 
particular approach, we have managed to capture 
essentially a view of 15 major countries within some 
of these fora. And I think there has been a substantial 
track record in environment negotiations, that the EU 
has been a very useful launching place for United 
Kingdom ideas, which have then carried a great deal 
of weight in the otherwise slightly more diffuse arena 
of, for example, the multilateral environment 
agreements, which may have 150 rather poorly 
co-ordinated positions by other countries; very often 
the track record is that the EU position has been a very 
strong influence in the debate. So I think there is often 
a case of amplification. A particular case is that the 
EU itself has been one of the areas most keen to press 
the idea of clarifying some of those principles I 
referred to earlier, and indeed the UK is on record as 
being one of the Members of the EU most keen to see 
that clarification pushed forward. 


15. And is the UK Government entirely content 
with the structure within the European Union to reflect 
views and to participate properly in the processes? 

(Dr Fisk) As I said, because trade and the 
environment, Chairman, is an area of mixed 
competence, the debates within the Community occur 
actually in a number of different fora; sometimes it 
would relate, of course, to a particular working group 
relating to the development of a multilateral 
environmental agreement, but there is a particular 


forum that addresses the trade issue. Ms Campbell, do 
you want to comment? 

(Ms Campbell) Yes. The situation is actually 
rather more complex. It is not just the Article 113 
Committee which deals with trade and _ the 
environment; the Article 113 Committee deals with 
formal discussions, particularly when those formal 
discussions are going to feed into the WTO. But there 
are a number of other working groups in the European 
Community which deal with the different issues, as Dr 
Fisk has said, depending on which forum they are 
feeding into—so, for example, you can have an 
environment working group looking at issues that are 
going to go into the Commission on Sustainable 
Development. Mr Thomason asked whether we were 
content with the arrangement. The idea of a joint 
European Community working group on trade and the 
environment has been suggested from time to time, 
and in principle that is quite an attractive idea because 
it would bring together all the different, various groups 
into one; but, at the same time, we are rather wary of 
having a proliferation of working groups in Brussels, 
setting up a new working group on every single issue. 
The Government’s main concern is to ensure that trade 
and environment issues are discussed very thoroughly 
and the ground well prepared for meetings, whatever 
the forum is, and we feel that the arrangements which 
have evolved are reasonably satisfactory. One thing 
that we have pressed for and which is now happening 
on a fairly regular basis is that we hold informal 
meetings of the specialists who deal with trade and 
environment, from time to time, particularly before an 
Article 113 Committee is going to take place, because 
the Article 113 Committee, as we have said, covers 
many, many trade issues. So, in order to get some 
consensus well worked out in advance, a practice has 
developed of having informal meetings of trade and 


environment experts before some Article 113 
Committee meetings. 

Chairman 
16. What happens with something _ like 


ecolabelling? It is a shambles at the moment. The UK 
Government is apparently pushing ecolabelling—or 
claims to be. pushing—ecolabelling very hard; there 
does not seem to be much progress within the EU. 
Now that is part of the negotiations, is it not, in terms 
of world trade, as to whether ecolabelling will be 
settled; are you happy with those negotiations? 

(Dr Fisk) 1 think, Chairman, from recollection, the 
slow progress on ecolabelling at the moment is 
dominated actually by the technical issues associated 
with producing the ecolabel, or agreeing ecolabels in 
the first place. We are not the only Member State who 
has been pressing the Commission to make more 
progress in this area, although it clearly has proved 
rather more difficult than governments had perceived 
at the outset in finding procedures which would enable 
us to agree rapidly on ecolabels on a number of 
important goods. I am not sure whether Ms Campbell 
would like to say anything about the European Union 
action on ecolabelling and trade, but I am not sure that 
that is the immediate restriction on our progress on 


THE ENVIRONMENT COMMITTEE 25 





17 January 1996] 


Dr Davin Fisk, Ms BripGeT CAMPBELL 
and Mr JONATHAN STARTUP 


[Continued 





(Chairman Cont] 
what the Government agrees with the Committee is a 
very important area. 

(Ms Campbell) Yes. The issue of the relationship 
between ecolabelling schemes in general and the trade 
rules has come onto the agenda of the WTO 
Committee on Trade and Environment, and a recent 
paper by the WTO Secretariat concludes that, by 
implication, voluntary labelling standards, such as the 
EC Ecolabelling Scheme, are subject to the 
notification provisions in the Technical Barriers to 
Trade Agreement. What remains unclear is the status 
under this WTO agreement of standards that are based 
on processes and production methods which are not 
detectable in the product. As the EC Ecolabelling 
Scheme looks at the whole life-cycle of products, and 
the majority of product criteria are based on processes 
and production methods, this is a question. So we have 
been pressing for the Community to explore with the 
WTO what needs to be sorted out about this; we could 
either extend the coverage of the Technical Barriers 
to Trade Agreement to cover ecolabelling schemes, to 
ensure that notification goes on, or we could negotiate 
a separate code of conduct on the transparency of 
ecolabelling schemes. If we did either of these things, 
we think it would help to deal with some of the trade 
concerns that have arisen, where developing countries 
have felt there might be a potential for barriers to trade 
caused by ecolabelling schemes. However, as Dr Fisk 
says, I do not think the trade issues are really what is 
holding up development of the ecolabelling scheme in 
the Community. 


Mr Stephen 


17. To what extent is British industry concerned 
about competition from countries with lower 
environmental standards; by way of example, I have 
in mind the industries that use solvents heavily, who 
are concerned that perhaps controls in this country on 
the use of solvents may add very considerably to their 
unit costs? 

(Dr Fisk) The relationship between 
competitiveness and environmental standards, 
Chairman, must always be a matter of degree and 
circumstance. If the United Kingdom were to apply 
some horrendously onerous environmental standard 
that could result in the closure of an industry then that 
is conspicuously to the benefit of overseas 
competitors. But the question that we are being invited 
to address is whether that actually occurs in practice. 
The normal measures of international competitiveness 
tend to concentrate on probably more significant 
variables, like comparative productivity. Again, we are 
taking a position that competitiveness is probably not 
necessarily always in the downside from an 
environmental regulation; we would point out, for 
example, that environmental controls sometimes are a 
spur to innovation. There are examples which I think 
the Committee itself has reported on in the past, where 
if a country were able to have a regulatory requirement 
just ahead of its competitors that can often offer a 
first-entry advantage. The Advisory Committee on 
Business in ‘the Environment have been at pains to 
make this point to the Government. But we do listen 
very carefully to industry’s concerns about its costs 


burdens that are placed on it, and indeed that is part of 
the best available technology not entailing excessive 
cost’ requirement, which is the legal issue that would, 
in this case, bear on your example of emissions from 
solvents. 


18. Do trade arguments hinder your ability to 
develop environmental policy, and I suppose one 
might ask do environmental issues hinder your ability 
to develop trade policies? 

(Dr Fisk) The general principles under which the 
Government assesses its environmental policy will be 
very familiar to the Committee; Government seeks to 
assess costs and judge them against the possible 
environmental benefits. Our principal policy aim is to 
ensure this balance is struck as accurately and that the 
instruments chosen to inform it are as efficient as they 
can be in delivering that aim. And I would hope that 
the Committee would agree that the more successful 
we are in meeting those two objectives the more we 
add to the UK’s own competitive advantage against 
countries less able to strike that balance and less able 
to deliver efficient means of meeting those aims. We 
do endeavour to contribute to a broad international 
consensus on the objectives of environmental policy, 
because this is a helpful precursor to avoiding the kind 
of conflicts that Mr Stephen is addressing. And the UK 
has, as we mentioned earlier, been a strong advocate of 
a strengthened and more wide-ranging United Nations 
Environment Programme, for example, in its ability to 
try and increase the broad consensus that already does 
exist on many of the major environmental issues. 


19. Is there any evidence that international 
environmental agreements tend to increase the power 
of multinational companies and disadvantage smaller 
ones, including British companies? 

(Dr Fisk) 1 suppose the multinational companies, 
some would argue, almost by definition, are’ more 
successful in international trade or they would not be 
quite that large and quite so internationally distributed. 
What is harder to establish is whether any 
multinational environmental agreement really has 
further tipped that balance. One can see the argument 
that a multinational environmental agreement which 
defines a global approach to a problem could make life 
easier for a multinational firm, trading in very many 
different countries; but, on the other side, it would also 
enable some small firms to have access to a much 
larger market, for example, for their abatement 
product, without actually having to retool for each 
country they are selling to. So I do not think we 
ourselves have any evidence to suggest that the MEAs 
add further to whatever advantages multinationals may 
have, unless DTI have some additional point: no. 


Mr Taylor 


20. You have not had then multinational 
companies transferring production, which clearly a 
company operating in a single nation cannot do, in 
order to get round environmental requirements? 

(Dr Fisk) cannot recall a case. I am actually more 
familiar with those multinational companies that 
operate on a principle that, in whichever country they 
are operating, they apply the highest environmental 
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standard that applies in their multinational group. A 
number of companies have that, essentially, as their 
corporate policy. If anything, therefore, the 
multinational companies have become, at least of late, 
one of the agents of transferring some of the higher 
quality environmental engineering that has now 
become available. It is certainly true that some of the 
newer plant, that has been invested in south east Asia, 
is, as far as we are aware, state of the art, in terms of 
its environmental performance, because it is also state 
of the art technology that is being employed. The two 
tend to run together today. So I do not think we have 
substantial evidence of outward transfer applying to 
the United Kingdom. No doubt there may be some 
other countries with slightly different environment 
policies that may or may not have had those sort of 
transfers, but I am not aware of evidence, that we have 
found, of a multinational company physically leaving 
the United Kingdom for that purpose. 


Mr Gerrard 


21. Where there are fears from industry about 
competition from countries with lower environmental 
standards, would you consider approaching this by 
using taxes, using border taxes, either charges on 
imports or some relief on national taxes? 

(Dr Fisk) This takes us back, Chairman, to the 
issue of the differentiation between product-based 
regulations and _ process-based _ regulations. A 
product-based regulation, which might be addressing 
the environmental costs of using a product or the 
environmental costs of disposing of a product as waste, 
would, if we were using environmental taxes, equally 
well apply to the imported as they would to a 
home-produced product. Indeed that is very consistent 
with the WTO rules. The issue of applying an import 
environmental tax which related to a local 
environmental emission problem in the United 
Kingdom, in a sense, would almost not quite be 
logical, if one were saying that one was trying to 
reflect domestic damage by applying a tax, and then 
one was going to also apply that tax to other products 
which had not produced similar damage, either from 
other parts of the country or from abroad. All that 
tends to argue that border taxes are not necessarily a 
very profitable line of inquiry, but I am not sure 
whether DTI would like to add any point, or Ms 
Campbell. 

(Ms Campbell) No, thank you. 


22. Can I pursue the point about the 
product-based, or process and_ production-based 
regulations. What do you think are the main factors 
that make it difficult to incorporate trade measures that 
are based on process and production methods? 

(Dr Fisk) There are two broad factors, one of 
which is that no product may be differentiated under 
WTO rules because that is the nature of its structure; 
and then there is a practical problem, in any case, 
about identifying for a given product what on earth 
was the process that was embodied in it when it was 
made, maybe in several different countries before final 
assembly. Perhaps Mr Startup might like to elaborate 
a little on those two problems. 


(Mr Startup) Yes, Mr Chairman. As Dr Fisk has 
said, there is a basic principle of the GATT, of like 
treatment for like products, which is that you cannot 
discriminate between products which are physically 
identical. So where products themselves have different 
environmental effects then a degree of discrimination 
may be possible, but where the environmental effects 
are downstream in the process which has gone into 
making the product then you cannot, under GATT 
rules, normally distinguish, when the products arrive 
at your border, between those products on the basis of 
the way in which they were made. And there is a point 
about the principle of the GATT here, that if you were 
going to start making distinctions, apart from having 
far-reaching consequences, it would have to be applied 
logically in other areas of the GATT, and that would 
be quite a substantial undertaking, to revise the rules 
in that area. But there is also the risk, which is the 
concern which is widely felt, particularly amongst 
developing countries, in this whole debate, that it 
would allow abuse by those seeking to protect their 
own manufacturers, that you could introduce 
requirements for products which are specified in a way 
which foreign producers would find it difficult to meet. 
And then, as Dr Fisk has said, there is also the question 
of practicality, how you actually know when 
something arrives at your border how it has been 
produced, unless you have labelling schemes or 
certification, and, of course, ecolabelling is, as the 
earlier discussion we had indicated, one area where 
you are unavoidably getting into questions of how 
products are produced, into the life-cycle of the 
product, and there are perhaps solutions that can be 
found there. The thing about ecolabelling schemes is 
that they are voluntary schemes, by and large, they 
have an element of statutory backing but the schemes 
themselves tend to be voluntary, and they do not 


necessarily run into the same trade problems as 


introducing some kind of discriminatory tax or other 
border measure would, in relation to the GATT rules. 


23. If we just leave aside the rules for the moment, 
those are the rules that exist currently, presumably, 
may or may not be changed at some point in the future. 
Is there a difference, ecologically or economically, 
between harm that is caused by the product or harm 
that is caused by the process; is it possible to identify 
a difference? 


(Mr Startup) Clearly, both products and processes 
may have an effect on the environment, though, of 
course, the thing about the process is that it will affect 
the environment in the country where it is made and 
then you get into the question of whether the same 
standards are appropriate in different countries, 
different countries may have different environmental 
circumstances, and indeed whether it is legitimate to, 
as it were, export your standards to other people. But 
where there is a recognised international problem then, 
clearly, multilateral environmental agreements 
provide, in many ways, the best way of dealing with 
this sort of issue, because if there are global or 
transboundary environmental problems then the best 
way of solving those is through a_ multilateral 
agreement on the actual substance of the processes, 
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rather than trying to catch them later on by dealing 
with the products, which is, as it were, at second hand. 


Chairman 


24. Could I just ask then for an example. We are 
going to have the landfill tax; now, what you are 
saying is that it would not be possible to put a tax onto 
goods coming into this country, where they were just 
simply throwing the by-products into the sea or 
dumping them without any costs, but what about being 
able to refund the landfill tax to a company which had 
had it charged here, so that at least it was on a level 
playing-field with its exports? 

(Dr Fisk) But, Chairman, the point of the landfill 
tax is an attempt to capture some of the externalities 
of disposing of waste to land; that externality is real, 
whether or not the company is exporting its main 
product or actually providing for domestic 
consumption. If I followed your argument, you would 
be in a position in which companies would not be 
exposed to the externality of landfilling their waste if 
they were exporting, because they would be getting a 
rebate, whereas very similar companies producing the 
same product for domestic consumption would be 
exposed to the environmental externality of what they 
were doing. And that seems, to the Department not 
totally consistent; landfill produces some 
environmental externalities which all companies have 
to take into account, using that route irrespective of 
where their customers are 





25. But they do not, in other countries, do they? 

(Dr Fisk) Chairman, I apologise, I think I may 
have misunderstood you. I thought you were referring 
to a company in this country that was discharging to 
landfill, which may be in competition in a very serious 
form with a company abroad that was also operating 
to landfill. 


26. Yes, that is what I was asking, and it does 
seem to me there is a problem, but I will leave it. 

(Dr Fisk) But, Chairman, as I see it, that problem 
would apply not just with landfill tax, it would apply 
if you were just simply looking at the conditions of a 
waste disposal licence in various parts of the world; it 
is not an issue specifically tax-based, it could equally 
well apply to almost all the environmental regulations 
that we referred to. 


Mr Thomason 


27. Is not the issue the other way round, actually; 
it is a company that is manufacturing abroad and 
disposing of its waste in an_ environmentally 
unsatisfactory but cheap manner and importing those 
goods consequently at a lower price into the United 
Kingdom, against UK competition, where the landfill 
tax is having to be paid? 

(Dr Fisk) Chairman, I agree with Mr Thomason 
there, that probably a different but important issue is 
the performance of companies abroad in a different 
environment arena; as Mr Startup quite correctly said, 
that the Government’s approach has been, rather than 
to see trade as the appropriate intervention in this case, 
it would be far better to be trying to work towards a 


concept of a common view of protecting the 
environment in those countries with which we are in 
a major trading arrangement. That, of course, already 
occurs within the EU, because the nature of the 
Directives, particularly those which have Article 100 
as their basis. They have enabled a very wide 
agreement within the Community on the level of 
environmental protection which we have; similar 
agreements exist, of not such strong legal force but 
nevertheless follow the very same principle, within the 
OECD, and in many cases in some of the large 
multilateral environmental agreements to which we 
have referred. It seems much better to address the issue 
as a broad environmental issue, that is to say, to look at 
what are the possible environmental effects, wherever 
these substances may be disposed of, rather than try to 
do it by a particular trade intervention. The attraction 
of this approach is, of course, that there are countries 
in parts of the world in which the environment may, 
for a particular substance, be more resilient to 
exposure, more able to absorb a particular waste or 
discharge. It would be a rational world that thought it 
was better for the environment, for products with those 
associated wastes or discharges to be made in that 
country rather than in other countries with very 
sensitive environments. 


Mr Gerrard 


28. If that is the approach then, that it should be 
through international agreements, through standards 
that are agreed internationally, wider use of voluntary 
schemes, rather than a sort of border tax approach, can 
you give some examples of what the Government is 
actually doing now, on that, to promote international 
agreements, perhaps one or two examples, either 
things that we are doing alone or through the EU? 

(Dr Fisk) Chairman, I will endeavour to pick a 
number of examples which maybe have been the. cause 
of Committee inquiries in the recent past. One that 
strikes me immediately to mind is that, on air pollution 
issues, which are, of course, a major cost to the United 
Kingdom, much of our international work on air 
pollution is conducted through the United Nations 
Economic Commission for Europe. This was where the 
famous acid rain negotiations began, in which the 
Committee took a very active interest in the 1980s. 
The United Kingdom is a signatory to the later 
protocols of that convention. Those protocols define in 
many cases the appropriate technology that should be 
applied, or, alternatively, broadly speaking, the level 
burden of environmental impact that should be 
required from each of the signatories to those 
conventions. Those were very hard negotiations, as the 
Committee will recall, but they go wider than just the 
European Community, they include many of our 
industrial competitors, for example, in Eastern Europe, 
and indeed are an opportunity, because it is the 
UNECE, to bring our thinking very much in line with 
that of the United States and Canada, who also take 
part in UNECE negotiations. So, if I were giving you 
an example, that would be a very effective example of 
where we have been looking at those issues. The 
OECD Environment Committee also runs a number of 
quite major enterprises in order for us to harmonise 


28 MINUTES OF EVIDENCE TAKEN BEFORE 





17 January 1996] 


Dr Davin Fisk, Ms BripGeT CAMPBELL 
and Mr JONATHAN STARTUP 


[Continued 





(Mr Gerrard Cont] 

our thinking on environmental issues; an example 
there might be the OECD’s Chemicals Programme, 
which is an attempt for us to look uniformly at the 
risk presented by chemical products, because they are 
widely traded within the 26 members of the OECD. I 
think both of these have been very successful areas for 
moving away from individual trade issues, and are the 
right approach to addressing what in both cases were 
very important environmental issues. 


Mr Thomason 


29. You mention, in paragraphs 38 to 44 of your 
memorandum, the work of an array of international 
organisations. The whole thing is very confusing, is it 
not, with a great deal of overlap; should it not be 
simplified? 

(Dr Fisk) Apologies to Mr Thomason if our 
memorandum was a little confusing there. 


30. No, I am not criticising your memorandum, I 
am criticising the situation which it had to reflect. 

(Dr Fisk) 1 think, broadly speaking, there are five 
major players in this area. If the thrust of Mr 
Thomason’s question is that perhaps we do not want 
to see very many more extra committees come into 
this area, the Government would be very supportive 
of that view. Our main concern is to ensure that the 
articulation between these committees, at their 
boundaries, is well-defined and works efficiently. Ms 
Campbell, I do not know whether you would like to 
go through, as it were, our—the CSD, the WTO, 
OECD, UNEP and UNCTAD. 

(Ms Campbell) If that would be helpful. 


31. Iam conscious that time is always a constraint 
on the Committee, and perhaps rather than looking at 
a detailed resum{e acute} of the work of each of those 
organisations, which you have to some extent provided 
already in the memorandum and is therefore before us, 
if you could just explain to us how you think 
duplication can be avoided and what sort of integration 
of some of these bodies ought to be achieved, and, 
indeed, perhaps simplification? 

(Ms Campbell) Well, Mr Chairman, in fact, these 
bodies do have quite different roles, and what we have 
tried to do—and in this we are not alone, many other 
delegations who go to meetings in these international 
organisations also have this objective—is to avoid 
overlap and make sure that the terms of reference of 
the various organisations are distinct and that their 
work programmes are focused and complementary and 
time-limited. And we keep this on a_ rolling 
programme; every time that it becomes a question in 
an international organisation, as it is about to be, for 
example, in the United Nations Conference on Trade 
and Development (UNCTAD), we consider very 
carefully whether there is really a need for this body 
to carry on looking at these issues, or whether the 
issues it would like to look at are actually being 
covered elsewhere already. We are very aware of the 
innate tendency of organisations to want to 
self-perpetuate, so we do keep this under review, and 
I can assure you that other delegations have this same 
concer; it is something that we talk about quite a lot. 


(Dr Fisk) Chairman, could I just say that the 
Government’s strong view, as the Committee will 
know, is that environment should be integrated in all 
areas of policy-making. One of the implications of 
that, of course, is that we are inviting environment 
debates in very many arenas, that is a_ natural 
consequence of this process. I do not think we would 
like to get into a position in which, for example, 
UNCTAD considered the whole of its work without 
ever considering issues of an _ environmental 
dimension. The critical issue is that it understands 
what other parties and bodies are already doing, 
thinking and contributing and actually articulates its 
work very closely with these other activities. For 
example, there appears to be a very good articulation 
between the work of the OECD and the work of the 
European Union, partly because the European Union 
forms a large part of the OECD membership; we 
would like to see similar good articulation between a 
reinforced UNEP and the broad political overview 
from the Commission on Sustainable Development in 
the UN. But we are much keener to see a good 
articulation in relationships than argue that some 
bodies should not consider the environment in some of 
their trade-related deliberations. 


32. But is there not a case for forming an 
international body, perhaps by integration of some of 
these organisations, or part of these organisations, to 
take on an international weight which could rival WTO 
in the environmental field and ensure that environment 
receives proper consideration in all matters 
international, particularly for trade? 

(Dr Fisk) Chairman, from the Government’s point 
of view, there is already a very plausible candidate to 
take on the role of looking at the environmental 
dimension of trade-related issues, which would, as it 
were, parallel the work on trade by WTO, and that 
would be the United Nations Environment Programme. 
The Government has made a very strong case that after 
Rio and the Agenda 21 it was important to reinvigorate 
UNEP, to look for a wide reform across all these 
issues, not just on trade and the environment but on 
many other issues for which there is a clear need for 
an international catalyst. And our view would be that 
if the type of reforms that the United Kingdom has 
been proposing for UNEP are carried through 
effectively then, indeed, UNEP would represent just 
the kind of counterbalance that Mr Thomason is 
probing for in the international arena. The United 
Nations Environment Programme in the past has 
provided some very important international 
developments which could not have been provided in 
any other way. The Montreal Protocol is often quoted 
as the classic example, and it seems that with 
appropriate reform, addressing the new agenda, 
post-Rio, UNEP could fulfil that capability. 


33. And what support is there in the international 
community for such a move? 

(Ms Campbell) We believe that other countries, 
particularly developed countries, would also like to see 
UNEP play a more effective role on trade and 
environment, in particular, and we have done quite a 
lot to try to create a sort of global consensus on getting 
UNEP to play a more effective role across the range 
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of environmental issues. Our Secretary of State held 
an informal meeting of environment ministers from 
across the world at Brocket Hall last February, and the 
agreements that were reached there were adopted in 
the UNEP Governing Council last year and in other 
fora, such as the CSD. What these are aimed at doing 
is making UNEP very much more conscious of its role 
in monitoring environmental issues and in flagging up 
emerging ones and brokering the solutions necessary 
to solve the problems, and also making sure that other 
agencies take account of environmental issues in their 
work. So this is something that we think we have 
already managed to get broadly agreed internationally. 


Mr Gerrard 


34. Could I just turn briefly back to a point that 
I think we have touched on before, about trade 
measures and their effect on environment, but I think 
we were talking there about trade measures and 
perhaps preventing environmental deterioration. 
Could you give some examples, perhaps, either for 
the UK or elsewhere, where trade measures have 
been effective in actually leading to environmental 
improvements? 

(Ms Campbell) Probably the two most striking 
examples of effective trade measures are in the 
Washington Convention on International Trade and 
Endangered Species of Wild Fauna and Flora, known 
as CITES, and the Montreal Protocol to the Vienna 
Convention on Substances that Deplete the Ozone 
Layer. CITES works through a combination of 
monitoring and regulation. Trade restrictions are 
implemented only where species are genuinely 
endangered or where harvest levels are too high to 
be sustainable, and the Convention has been effective 
in providing a means of monitoring trade levels and 
patterns and encouraging international co-operation 
to conserve species for which there is a trade 
demand. Moving on to the Montreal Protocol, we 
consider that the provisions in the Montreal Protocol 
which ban imports of ozone-depleting substances 
from those not party to the Protocol have been very 
effective in providing an incentive for non-parties to 
ratify the Protocol, and the Protocol as a whole 
has been successful in reducing the production and 
consumption of ozone-depleting substances. 


Mr Taylor 


35. Both examples you have just given involve 
trade restriction, and that appears to have been pretty 
central to the success of those environmental 
agreements. Do you think there is a real risk of 
challenges based on WTO to those agreements, 
because, although there have not been any, it would 
appear that, as things stand, that is a real possibility? 

(Dr Fisk) Chairman, our own estimate is, at 
present, that the risk of challenge on multilateral 
environmental agreement is likely to be rather low. 
Perhaps I need to emphasise that particularly the 
post-Rio agreements had a very strong sense of 
international political consensus. It is very frequently 
remarked that the number of ratifications of the big 
Conventions in the environment not only occurred 


more rapidly but actually on a very much larger 
scale than many of the other Conventions, and, 
indeed, I think, maybe with the possible exception 
of one, there are a larger number of countries who 
have ratified MEAs than are actually members of 
the WTO. So in some sense the proportions are in 
the other direction. If there were to be a trade-related 
dispute between two members of an MEA, the 
natural place for that to be resolved would be in the 
multilateral agreement’s own dispute procedures; all 
of them have a dispute procedure, and, again, in the 
spirit of consensus, parties will want to be very clear 
as to what disagreement or ambiguity in a legal 
obligation had arisen that had caused this problem. 
So, our estimate, at the moment, is that the risk is 
rather small. Clearly there is always a theoretical 
risk, but our concern, as was remarked both in the 
memorandum and my introductory remarks, is that 
we should try and avoid tensions emerging between 
the trade organisation and the multilateral 
environmental agreements when, by _ careful 
clarification of respective roles, those tensions could 
be avoided. 


36. I find that quite hard to accept, because one 
can look at, for example, the Montreal Protocol now 
and say, well, this has got a very large number of 
members, but that was not the case when it was 
first set up and it appears to have attracted a large 
membership because of fear of the use of sanctions 
against those that were not joining up, in terms of 
trade. Yet, if you were to try and create a similar 
agreement on some other issue in the future it would 
be clearly open to any initial non-members instead 
to go the route of challenging it in WTO, and indeed 
the smaller the number of initial members the more 
likely it would be open to WTO challenge? 

(Dr Fisk) I guess, Chairman, I am engaging Mr 
Taylor on hypotheticals here, for a moment. The 
international 


37. Well, do you think the Montreal Protocol 
would have gone forward if there had not been the 
international trade regulation; surely, that was key? 

(Dr Fisk) If I take Mr Taylor’s question in two 
parts, if I may, the difficult one second. The 
Montreal Protocol text, which was open for 
signature, was actually negotiated actively by all the 
participants who were likely to ratify that Treaty. 
We would therefore only be looking at a hypothetical 
situation in which either a country had failed to 
identify language in that text open for signature 
which it subsequently found was against its trade 
interests, or there was a subsequent ambiguity which 
had not been resolved. But, as I said, because we 
are working in a spirit of consensus, because, 
particularly in the Montreal Protocol, it was 
important that every party, every country in the 
world, should feel able to be a party to what is 
otherwise a global problem, there are tremendous 
efforts expounded on these difficult points. At the 
Climate Change Convention, which may not be 
necessarily central to this inquiry, it is nevertheless 
one in which Saudi Arabia, for example, who see 
themselves as having very little positive gain from 
that Convention, are very active negotiators within 
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the process. There is every attempt to include them 
within the final consensus that is produced, and 
indeed they have ratified the Climate Change 
Convention. I think my conclusion from that, Mr 
Taylor, is that there would be a concern that one 
could get into the position you are describing if there 
were not a very strong political message that we are 
working towards very high levels of ratification and 
very strong international consensus, and that it is 
actually not a useful part of the Rio process, or the 
Rio spirit, to isolate various countries and leave them 
out in the cold. Whether then, to take the harder 
part of the question, some countries took so little 
concern about the state of the stratospheric ozone 
layer that the only reason they are parties to the 
Convention is to protect their trade interests, that is 
a little bit hard for me to comment upon; but I think 
the Government’s view would be that would be a 
matter of regret if that were really the case. 


38. I may be wrong, but under CITES is there 
not rather less room for complacency on that, in 
the sense that there are countries which are clearly 
disadvantaged, and see themselves disadvantaged, by 
some of the trade restrictions there, and might be 
keener to challenge? 

(Dr Fisk) Ms Campbell? 

' (Ms Campbell) 1 do not know of any such 
examples but we could check, and if it would be 
helpful we could offer a note, perhaps. 

Mr Taylor: To give you an example, and you 
may need to come back, the one that is in my mind 
is on ivory, where we have seen one or two 
countries have certainly pressed that the trade should 
be derestricted, at least in terms of ivory stockpiles; 
they might have a mechanism for actually pressing 
that case with the WTO, if they chose to do it. 


Chairman 


39. Perhaps you could give us a note on that? 
(Dr Fisk) Yes, Chairman.’ 


Mr Gerrard 


40. There obviously is an issue here about the 
relationship between multilateral environmental 
agreements and WTO rules. What sort of approach 
would you like to see the WTO adopt to try to 
clarify that relationship? Various ways of doing this 
have been suggested, amending GATT, or different 
interpretations; what approach would you like to see? 

(Dr Fisk) Perhaps, Chairman, I can ask Mr 
Startup to describe both the EU position and some 
of the other ideas that have been developed in the 
WTO for current consideration. 

(Mr Startup) Yes, thank you, Mr Chairman. The 
Community, within the WTO Committee on Trade 
and Environment, has put forward three possible 
solutions to this problem. One is to put an additional 
sub-paragraph into Article XX of the GATT, which 
is the Article dealing with exceptions, to explicitly 
mention multilateral environmental agreements and 
esl aie rie ele i orl a BE CAV eral 
' See Supplementary Memorandum. 


then that would cross-reference to an understanding 
on the relationship between trade measures taken 
under MEAs and the WTO rules, and that would 
provide a legal and procedural framework to ensure 
that measures taken under MEAs_ were 
WTO-compatible. The second possibility would be 
to develop an understanding that, subject to certain 
criteria, measures taken under MEAs would be, 
prima facie, regarded as not trade-distorting. And the 
third possibility would actually be an amendment to 
Article XX(b) to make explicit reference to measures 
necessary to protect the environment and measures 
taken pursuant to MEAs. On the question of which 
we prefer, or which is the best, all the solutions 
have advantages and disadvantages. Mentioning the 
environment on the face of the GATT obviously has 
a great deal of attraction, because it would amount 
to an explicit recognition of these concerns, but there 
is a fear that by doing that you would open the 
way, first of all, to unilateral action, as well as 
action just under MEAs, unless it was very carefully 
crafted, and also there is a practical difficulty that 
negotiating amendments to the GATT itself is quite 
difficult and may be difficult to reach agreement on. 
So, for practical reasons, it may be easier to reach 
agreement on an understanding on the way the 
GATT is to be interpreted, in relation to MEAs, and 
that might ultimately be the best way in which to 
bring perhaps the more reluctant WTO members on 
board. At the moment, the Community is running 
with all three of these and we will have to see how 
the discussion develops in the Committee on Trade 
and Environment and which commands most support 
there. But, as I say, there are advantages and 
disadvantages to each. 


41. Can I just press you slightly; the one that 
you said might be the easier one to achieve, is that 
the UK line, in the negotiations that are going on 
within the EU, to say, “Well, let’s get ahead with 
this”? 





(Mr Startup) The UK _ has supported the 
Community putting forward all three options, 
because 

Chairman 


42. Which one do we want? 

(Mr Startup) They do different things, that is the 
point, they meet different concerns. What we want 
is a solution to the problem and we want a solution 
which will command the widest possible support; for 
that reason, as I say, amending the GATT has certain 
practical disadvantages. An understanding which 
would bind all parties, so they would recognise the 
criteria it would involve, has perhaps the best chance 
of succeeding; but until the discussions develop 
further I do not think we can say firmly. All of 
them would achieve the objective but they would do 
so in different ways. 


Mr Olner 


43. So you have got three good runners: which 
one is the favourite? ! 

(Dr Fisk) Chairman, I believe it is not traditional 
for Departments to be betting men; but, as Mr 
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Startup described it, in some sense we are faced 
with a broad trade-off. One can go for some very 
difficult renegotiation of core GATT text, which 
could take a very long time, and one could go for 
the type of structure that he has been describing, 
which would not, as it were, be so fundamental to 
the process of GATT, but, on the other hand, may 
be able to get wider agreement sooner. This is a 
very common dilemma, which I think the Committee 
have often found, in appraising environment policy, 
as to whether we wait for perfection or go for 
other intermediates. 


Chairman 


44. The first option is perfection, is it? 

(Dr Fisk) 1 think, Chairman, if there were a 
universally agreed modification of GATT, which met 
exactly the tensions and concerns we have described, 
and this is an ideal text I do not think that we have 
yet developed, then indeed that would have a very 
wide consensus because we would have resolved all 
the issues. But it may be that flexibility of the type 
of issues that Mr Startup was describing is actually 
a more pragmatic approach. You will recall that the 
Government has given a strong emphasis that this is 
an area in which a good dose of pragmatism is 
probably best for the environment rather than a piece 
of legal perfection. But, again, we would like to see 
how these issues run with the other very major 
players in the WTO, because it is important that we 
get to a useful and workable agreement and not one 
that just simply perpetuates further tensions when it 
was seeking to resolve them. 


Mr Stephen 


45. We have touched on this issue earlier in the 
evidence, but perhaps you could summarise, for the 
benefit of the Committee, what you consider to be 
the most appropriate forum for resolving trade 
disputes which have arisen out of measures designed 
to protect the environment; for example, the 
tuna/dolphin dispute went to the WTO, is there 
perhaps not an argument for saying that disputes of 
that kind ought to be resolved within the framework 
of an MEA? 

(Dr Fisk) Chairman, at the risk of, as it were, 
repeating a little of what I said earlier, clearly, if 
there is a dispute between two countries who are 
both members of an MEA and it is effectively about 
their commitments under the MEA then the MEA 
dispute procedure is the place where everyone in the 
international community would expect that difference 
to be resolved. What has been more tricky are these 
other issues, where at the moment there is not an 
MEA in place, or there’ is an issue where, although 
at the moment it is hypothetical, a country feels that 
it is disadvantaged in an MEA to which it is not a 
party. Ms Campbell, I do not know whether you 
would like to add anything to that. 

(Ms Campbell) If the concern behind Mr 
Stephen’s question was that a dispute settlement 
panel in the WTO would not be in such a good 
position to understand environmental issues as people 


who have negotiated an MEA, for example, I think 
the Government does recognise that concern and 





46. It is not so much that they would not 
understand, but they would attach greater weight to 
the trade issues than the environmental issues. 

(Ms Campbell) 1 see. Well, I think the answer 
to that is that if the dispute is going through the 
WTO dispute settlement mechanism then the issue 
that is at stake is a trade issue. But the WTO dispute 
settlement understanding does give panels the right 
to seek information and technical advice; obviously, 
that sort of advice could include environmental 
experts, and we think that there would be 
considerable political pressure on dispute settlement 
panels in the future which were dealing with 
environmental issues, or trade cases which have an 
environmental dimension to use that right to seek 
advice. 


Mr Taylor 


47. Can I tackle you on your starting-point in 
the whole debate, if you like, which is that world 
development and sustainability can go hand-in-hand; 
for example, in your submission, you argue that freer 
trade means that developing countries can benefit 
from manufacturing the raw material rather than 
merely exporting it; yet if their manufacturing 
processes, because they cannot afford the higher 
standards, are actually polluting in themselves, in 
terms of global sustainability, that could actually be 
a retrograde step? 

(Dr Fisk) Chairman, I believe there is a counter 
example of a country which, because of trade 
barriers, is desperately trying to, essentially, replicate 
an industry which otherwise would be _ better 
conducted elsewhere. It is very often an industry 
which is ineffective and inefficient and causes a 
tremendous amount of pollution. The development 
of world trade has seen a tendency towards not 
necessarily exploiting environmental disadvantages 
but actually assisting countries which have the right 
type of economic environment in order to exploit all 
the other competitive advantages of that location. It 
is true, of course, that in increasing the economic 
welfare of a country there is a balance that every 
government must strike on how that new wealth is 
spent; if they choose not to spend it on 
environmental protection but on other issues of 
development or policy then, clearly, they will have 
a rather poorer deal for the environment than other 
countries, with a slightly more balanced environment 
policy, will deliver. But it has been a little hard to 
blame that outcome on trade, because that would 
still have occurred if the countries had just gone on 
through a further level of economic improvement. 
Trade has just simply accelerated the pace at which 
economic advance could go and it has not actually 
removed the difficult decisions that all governments, 
both in developed and developing countries, have to 
make on the balance between environment and where 
else they spend their national income. 


48. Theoretically, free trade should allow greater 
development than you would have otherwise, so I 
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am not sure I entirely agree with that. To take 
another example, in terms of the global environment, 
it does not seem that this addresses at all energy use 
and therefore perhaps the most intractable problem of 
global warming; if the developing world had 
anything like the level of development that we have 
we would have four or five times the problem we 
have got now. And it does not seem to me that 
there is anything in the free trade argument that 
answers that, and indeed there is quite a lot that 
goes against it. We seem to be accelerating a process 
that is actually a problem for the environment. 

(Dr Fisk) Subject to Mr Startup’s correction, I 
think global trade accelerates economic growth, it 
does not necessarily influence any saturation of what 
is otherwise the natural path of sustainable economic 
growth in those countries who would be involved in 
trade. The issue of energy efficiency, one might 
argue, would be one that would be better handled 
through an open trading system. As trading systems 
have become open, for example, on electricity 
generating systems, there has been a very rapid 
dissemination of the most advanced combined cycle 
gas generation sets. For example, they have moved 
into south east Asia, which is a transfer of 
technology much faster than would ever occur if 
these countries tried to develop these technologies 
themselves with indigenous engineering resources. I 
am not sure that I am therefore able to completely 
concede to Mr Taylor’s point. 


49. I was not sure that you would. Can I say 
something that we might agree on though, which is 
that, clearly, for developing countries, it is actually 
quite hard, particularly if you are setting up industry 
or developing new industries, to go for perhaps the 
high standards that we have; on occasion it can do, 
because it may mean that you are using the latest 
technology and it may actually be better than what 
you have in countries that have developed in the 
past, but it will not necessarily be the case, and one 
can think of cleaning processes and, indeed, waste 
clean-up processes, that they may simply not be able 
to afford easily. Have we, that is the developed 
world, through the Overseas Development 
Programme, in our own case and through European 
and other aid programmes, put much into helping 
other countries with that side, with actually investing 
money in helping clean up their investment in 
manufacturing? 

(Dr Fisk) Mr Chairman, I will ask Ms Campbell 
to elaborate one or two points there, but the point I 
would like to make would be, of course, that we 
should not forget the important innovation of the 
Global Environmental Facility, in the context of 
some of the newest multilateral environmental 
agreements. The whole purpose of the GEF was to 
address, as it were, part of Mr Taylor’s problem, 
that some countries, although they would have all 
the goodwill in the world for the objectives of the 
MEA, would just simply not be able to afford the 
incremental costs of meeting the targets and 
ambitions that were in that’ agreement. The GEF is 
there to enable them to join agreements like 
MARPOL and like some of the major Conventions. 


But ODA also have a much broader remit, in terms 
of support in this area. Perhaps Ms Campbell might 
say a little bit about those areas. 

(Ms Campbell) Yes; it might be helpful to give 
just one or two examples. The Aid Programme has 
been greened’ and its central aim is to contribute 
to sustainable development in poorer countries. One 
way it does this is to help developing countries to 
improve their environmental standards. And just to 
give you a couple of examples where it has done 
that; in Egypt, for example, ODA will be spending 
£4.5 million on a project to prepare environmental 
action plans in two regions in the country, which 
will improve their procedures for assessing the 
impact of industrial processes and_ introducing 
appropriate controls. And, similarly, in Ghana, ODA 
has committed £1 million to help the National 
Environmental Protection Council improve 
environmental monitoring, legislation and controls. 
And, finally, there is an example which is relevant 
to tuna, which is one of the issues that led to this 
debate in the first place; in St Helena, ODA has 
helped with the development of small-scale pole and 
line fishing for tuna, which has no adverse effect on 
dolphins, and with the establishment of high 
standards of product quality, which actually meet EU 
standards. This has led to frozen tuna from St Helena 
being sold in Marks & Spencer. 


50. Just to get an idea of the scale, I do not 
know if you can put any figures on the kind of aid 
that has gone in that direction? And my other 
question is, in terms of the MEAs, there is some 
provision for providing finance to help poorer 
countries; I am not quite sure what, if anything, has 
actually happened on that? 

(Ms Campbell) The amount that we have 
committed to the Global Environment Facility is 
£130 million, so far. 


51. And you do not know the answer to the 
second question? 

(Ms Campbell) No; but perhaps we could let you 
have a note. 

(Dr Fisk) We will provide you with a note, yes.' 
Chairman, if I might add a final rider, one of the 
issues that will emerge in any rapidly developing 
country is the degree of capacity-building that is 
necessary within its legal and legislative framework 
to handle the type of balance between environment 
and other concerns that Mr Taylor has been 
addressing. That is recognised and the need for 
capacity-building does appear in a number of the 
multilateral. agreements. It already appears in the 
Chemical Guidelines, which are used for the trade 
in chemicals; there are a number of other ones. But 
the most recent, which I was going to draw to the 
Committee’s attention and one in which the UK 
played a very large role, was in the UNEP 
Guidelines on Biotechnology Safety, which are due 
to be issued within a month or so. Here opportunities 
for capacity-building for the national government, in 
order to understand how to appraise and understand 
what the risks may be of a biotechnology release in 
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a particular developing country, is an important part 
of the package that the UNEP Guidelines provide. 
And the Government’s view is that it is absolutely 
essential, in this package of trade and the 
environment, that everything is done to ensure that 
the capacity exists in the developing country, and 
they have access to the resources to develop that 
capacity so that they can maintain and enforce the 
regulations that they require. 


Mr Gerrard 


52. Could I just follow this up. If we looked at 
countries which one would not perhaps regard as 
third world and developing countries, say, some of 
the Eastern Bloc, where you have got, it seems to 
me, a combination at the moment of a push towards 
increased manufacturing and trade but some pretty 
dirty old technology, now, how should we be 
approaching that, and particularly where we are 
dealing with countries which are not members of 
WTO? 

(Dr Fisk) Mr Startup may have some additional 
points to make, but the main thrust I would offer 
on Eastern Europe is just to look at the track record 
of how it has developed over the recent few years. 
That has not been to use its old and outdated 
technology in competition with the rest of the world, 
simply because that has not worked. The 
characteristic of Eastern Europe has been an effort 
to set up the right environment for the inward 
investment of new technology. And the example that 
we are all most familiar with, I think, would, of 
course, be East Germany, where the issue there was 
one of rebuilding the infrastructure rather than 
simply trying to get it to work. This, I think, has 
been the broad pattern and is part of the attraction 
of opening up the trade agreement in these areas. 
I am not sure whether Mr Startup would like to 
say anything. 

(Mr Startup) Eastern Europe and the Former 
Soviet Union, of course, are very good examples of, 
in a sense, what happens if you cut yourself off 
from world trade, and it comes back to the point 
Mr Taylor was making, and it is since they have 
opened up that, of course, they have had to adapt. 
But on the specific question of assistance, I think I 
am right in saying that a fair amount of both 
financial and technical assistance has gone from the 
West into Eastern Europe and the Former Soviet 
Union, in part to help with cleaning up dirty 
technology, but I am sure we could find chapter and 
verse on that and perhaps let you have some details.’ 


Mr Taylor 


53. Could I just ask a final question on this, 
very briefly, which is, if you see world trade and the 
setting up of the WTO as accelerating development 
globally, how far has that impacted on UK policy, 
because it suggests that the developed world has to 
cut its own use of resources, excessive use of 
resources, and pollution problems for the global 
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environment more quickly; so is it affecting those 


targets? 
(Dr Fisk) The targets that come to mind, 
Chairman, are those that address the global 


environmental issues, so we are looking at global 
aggregates, I guess. On the climate change issue, the 
Intergovernmental Panel on Climate Change (IPCC) 
has recently produced its revised scenarios, which 
cover a very wide range of outcomes; those scenarios 
do indeed reflect the broad optimism about the future 
of some of the developing country economies who 
expect to gain from international trade. At the same 
time, they do also reflect, I might say, at least an 
interim period of pessimism about some of the 
Eastern European economies, so that in the short to 
medium term there has been rather a balancing of 
our future expectations for global emissions there. 
The answer, then, is that, because there are 
international fora like the IPCC and because all 
Parties take an active part, there is a full ability to 
take these issues of economic growth into account 
in setting out our view of the impact of the 
effectiveness of any one of these MEAs which rely 
on, or reflect, economic development in various 
countries. 


Chairman 


54. Dr Fisk, we have had a fair number of 
answers from you that have been on the one hand’ 
and on the other hand’ and carefully balanced’; 
would you like to finish the session by sticking your 
neck out and saying what the Government would 
like to see coming out of the Singapore meeting 
in December? 

(Dr Fisk) Chairman, if I ask Mr Startup to stick 
his neck out, maybe that would demonstrate that 
both DoE and DTI keep joint lead in this area. 

(Mr Startup) Yes, thank you, Mr Chairman. I 
assume that you are referring specifically to the trade 
and environment area, because, of course, the 
Government has a number of objectives in the trade 
field which it is pursuing in the context of the 
Singapore Ministerial, and if the Committee wished 
I could outline those also. But, specifically on trade 
and environment, we want to see the WTO 
Committee on Trade and Environment making 
recommendations to the Singapore Ministerial 
Council on the issues in its work programme, and 
necessarily this will have to reflect a balance 
between our interests, the interests of developed 
countries, and the interests of developing countries, 
who have a number of other concerns. And I think 
we have touched on the issues, two of the principal 
issues, where not only would we like to see results 
but where it seems most likely that results are 
achievable in the time-scale of up to next December. 
First of all, the clarification of the relationship 
between trade measures taken pursuant to MEAs and 
the GATT rules, which we dealt with earlier, to 
ensure there is a degree of certainty for both existing 
and future MEAs, which depend ffor _ their 
achievement on trade measures, so that they will not 
be undermined by WTO challenge, but at the same 
time achieving a necessary balance to ensure that if 
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people take measures which are _ wilfully 


trade-distorting, those can still be challenged. And, 
secondly, the whole question of ecolabelling and the 
clarification of how the WTO agreements cover 
voluntary _life-cycle-based__ policies, such as 
ecolabelling, and Ms Campbell outlined earlier the 
kind of solutions which we are working towards in 
that area. But, as I say, that is within the context of 
a much wider set of trade objectives for Singapore, 


of which trade and environment is, of course, only 
one element. 


55. Perhaps you can let us have a note on the 
rest of them, so that we can compare—— 

(Mr Startup) 1 can tell you now, if you wish. 

Chairman: I think, on the time, a note would 
be helpful.' Can I thank you, at that point, very 
much for your evidence. Thank you very much. 


" See Supplementary Memorandum. 


Supplementary Memorandum by the Department of the Environment in response to questions arising 
from the oral evidence given on 17 January 1996 (WTE 4A) 


Q39. Note l 
TRADE RESTRICTIONS AND IVORY STOCKPILES 


1. The threat to elephant conservation from poaching for ivory led CITES Parties to agree, at their seventh 
Conference in 1989, to add the African elephant to the list of species which are banned from commercial trade. 
Parties who disagree with a species listing may enter reservations enabling them to trade with each other or with 
non-CITES countries without applying CITES controls. Six southern African countries entered reservations on 
the elephant listing in 1989, but in practice have never exercised their right to continue trading in elephant 
products. Instead they have pressed subsequent CITES Conferences to reverse the decision, most recently at the 
ninth Conference in 1994 where South Africa proposed a resumption on trade in elephant meat and hides only. 


2. In the event, South Africa withdrew its proposal in the face of opposition from the African CITES region 
as a whole. This division within Africa over the CITES elephant listing is often overlooked. The issue is more 
frequently portrayed as an argument exclusively between Africa and western countries. In fact, elephant range 
states in west, central and, to some extent, east Africa have been against any resumption in the ivory trade 
because they fear a resurgence in poaching which would threaten their own elephant populations. 


3. Shortly before the ninth CITES Conference the United Kingdom, acting on behalf of the European Union, 
arranged a meeting of elephant range states to encourage a better understanding of the different problems which 
different parts of Africa face in managing their elephant populations. Further dialogue, endorsed by the 
Conference, is now being taken forward by the range states themselves with the assistance of UNEP and IUCN. 
African countries have said they want to discuss the question of ivory stockpiles as part of this dialogue. A first 
meeting took place in Nairobi in April 1995 and a second is planned for November this year. 


4. All the evidence suggests a strong desire by the southern African countries to resolve their difficulties 
within the mechanisms of CITES rather than resorting to the WTO. The UK is doing what it can to support the 
African elephant range states in their discussions because the problems of elephant conservation and associated 
trade restrictions are complex and unlikely to be solved through confrontation. 


Q51. Note 2 


AID FOR DEVELOPING COUNTRIES 


1. ODA’s purpose is to improve the quality of life of people in poorer countries by contributing to 
sustainable development and reducing poverty and suffering. To this end, ODA activities include work aimed 
at conserving the environment. There are three aspects to its aid for achieving this. 


Bilateral aid 


2. Through its bilateral aid programme ODA is helping developing countries adopt and implement policies 
and programmes which encourage sustainable development and good environment practices. In 1994-95, ODA 
committed some £285 million to projects involving environmental protection, energy efficiency, sustainable 
forest management, biodiversity and sustainable agriculture. Examples included a project in India to improve 
energy efficiency in Andhra Pradesh and one in Brazil to conserve Amazonian flooded forest in an integrated 
approach using community participation. 
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Multilateral aid 


3. Programmes administered by multilateral agencies to which the UK contributes also play an important 
role. The World Bank’s loan portfolio of environmental projects stands at about $10 billion (as of June 1995) 
and covers 137 projects in 62 countries. Recent examples include support for Russia’s Environmental Framework 
Programme; strengthening management of Venezuela’s National parks and wildlife refuges; and abatement of 
industrial pollution in India through more effective controls and investment in cleaner production techniques. 
Through the European Development Fund, around 536 million ecu (£454 million) was committed to 
environmental projects and programmes in 1994 in the Africa, Caribbean and Pacific regions; and the EC’s Asia 
and Latin America programmes committed around 105 million ecu (£88.9 million) to environmental projects in 
Asia, and around 28 million ecu (£23.7 million) in Latin America. These funds cover activities in the energy, 
biodiversity, forestry, water, desertification, rural and urban environments and human development sectors. 


Global Environmental Assistance 


4. Finally, two specific facilities were established to help developing countries meet the incremental costs 
of complying with certain multilateral agreements of importance to the global environment. The UK has 
committed $40 million to the Multilateral Fund of the Montreal Protocol which was set up to meet agreed 
incremental costs to developing countries of their phase-out of ozone depleting substances. The Global 
Environment Facility (GEF), to which the UK has so far committed £130 million, supports projects aimed at 
helping developing countries and countries in transition to meet their obligations under the Biodiversity 
Convention and the Climate Change Convention. In 1995, the GEF approved contributions totalling $65.2 
million for nine biodiversity projects; 13 climate change projects with a GEF contribution of $31.2 million; and 
a contribution of $37.1 million for five projects aimed at reducing use of ozone depleting substances in the 
former Soviet Union and Eastern and Central Europe. 


Q52. Note 3 
FINANCIAL AND TECHNICAL ASSISTANCE TO CENTRAL AND EASTERN EUROPE 
Government action 


1. The Government works through both multilateral agencies and bilateral programmes to help tackle 
environmental problems in Central and Eastern Europe. Government action was set out in its evidence and 
response (Command 3030) to the Select Committee’s report on pollution in Eastern Europe. Assistance from 
the United Kingdom focuses on key areas that will lead to environmentally sustainable development, including, 
where requested, provision of advice on eradicating pollution caused by outdated and dangerous technological 
practices. 


Bilateral aid 


2. The UK bilateral aid programme is being provided principally through the Environmental Know How 
Fund. The Fund focuses on projects designed to help countries develop institutional capacity and integrate 
environmental considerations into policy-making. In 1994-95 expenditure by the Know How Fund and the 
Environmental Know How Fund on environmental projects in Central and Eastern Europe exceeded £6 million. 
This includes support for projects to improve energy efficiency, encourage cleaner production and develop more 
effective standards. Increasingly pre-investment technical assistance required in support of investments by the 
International Financial Institutions is being provided. Examples of projects include developing clean coal 
technology in Romania and dealing with oil pipeline corrosion in Russia. 


Multilateral aid 


3. The UK is a major contributor to the EU’s programmes of assistance to central and eastern Europe (CEE), 
providing approximately 16 per cent of the payments. The PHARE programme provides assistance to 11 CEE 
countries. The TACIS programme provides technical assistance to newly independent states of the former Soviet 
Union. A number of environmental projects have been supported. 


4. The World Bank is working throughout the region to support more effective environmental policies and 
major investments. Several CEE countries have received assistance under the Global Environment Facility for 
biodiversity conservation. The European Bank for Reconstruction and Development (EBRD) supports 
environmental infrastructure and energy investment and the European Investment Bank is providing long-term 
loans for infrastructure, environmental and energy projects in CEE. . 
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Joint DOE/DTI Environmental Markets Unit (JEMU) 


5. The UK environmental industry is also contributing directly to technology transfer through its growing 
success in the central and eastern European market for environmental technology. JEMU, which is based in the 
DTI’s Environment and Technology Division, was created in 1992 in order to raise the profile of the UK 
environmental industry both at home and overseas. It aims to ensure that UK firms are informed of overseas 
environmental market opportunities and to provide them with assistance in exploiting these opportunities. The 
Unit works closely with individual firms and representative bodies such as trade associations and Chambers of 
Commerce in order to increase the UK’s share of the global environmental market. 


6. JEMU also administers the Technology Partnership Initiative (TPI) which was set up in order to encourage 
technology co-operation between businesses in the UK and (at present) newly industrialising developing 
countries. TPI provides businesses in these countries with more direct access to information on affordable and 
appropriate technologies which contribute to sustainable development which maintaining a competitive edge. 
The Government is currently considering extending the TPI to eastern Europe. 


Q55. Note 4 
Tue UK’s OBJECTIVES FOR THE SINGAPORE WoRLD TRADE ORGANISATION MINISTERIAL MEETING 


1. During the Uruguay Round of trade negotiations which established the WTO it was agreed that Trade 
Ministers from the more than 100 countries represented in the WTO should meet every two years. The meeting 
in Singapore will be the first of those meetings. It will be the first major opportunity to assess the implementation 
of the agreements of the Uruguay Round, concluded at Marrakech in April 1994, and to review the work that 
has continued since then on outstanding issues, particularly relating to trade in services. The Government 
considers that discussion at Singapore of these issues should cover the following areas: 


— Progress on establishing the WTO, which on 1 January 1995 became the successor body to the 
General Agreement on Tariffs and Trade. This should include the operation of the new disputes 
settlement procedures. The Government’s overall objective is to reinforce the effective operation of 
the WTO as an institution, and of the agreements of the multilateral trading system, and to ensure 
the primacy of the WTO disputes settlement system in resolving trade disputes. 


— Work outstanding from the Uruguay Round in trade in services. The Uruguay Round brought trade 
in services into the multilateral system for the first time in 1994. Negotiations have continued since 
then to improve member states’ liberalising offers since then. On financial services, an interim 
agreement was concluded in July 1995 and commitments must be implemented by July 1996. Work 
is required, beginning in 1997, to build on the 1995 agreement. Negotiations on telecommunications 
services are due to be concluded in April 1996 and on maritime services in June 1996. In all these 
cases the Government is working for agreements which promote liberalisation in trade 1n services to 
the maximum extent possible. 


— Progress on the applications for new membership of the WTO, of which about 27 are under 
consideration. Among them are countries of considerable interest to British exporters, particularly 
China, Taiwan and Russia. The Government’s objective is to secure the widest possible membership 
of the WTO, consistent with the ability of new applicants fully to accept and implement the 
obligations of membership. 


2. It is likely that a number of other trade issues currently under discussion will be included on the agenda 
for Singapore: 


— The relationship between trade policy and environmental policy, which the Committee are 
considering. 

— Negotiations within the OECD are on course for completion by mid 1997 on a Multilateral 
Agreement on Investment among OECD members. The WTO meeting in Singapore is expected to 
consider whether discussions on investments issues should be undertaken on a global basis. 


— The issue of links between trade and labour standards is likely to be raised. The Government will 
continue to work to ensure the issue of labour standards in developing countries is not used as an 
excuse for protectionism. 


— The Government will continue to consider the potential benefits of initiation at Singapore of a 
process to develop multilateral disciplines aimed at improving the effectiveness of national 
competition rules in keeping markets open. 


3. As well as the issues discussed above, there is also need to develop a broad ranging future agenda for 
further trade liberalisation within the WTO, to ensure that the momentum for multilateral liberalisation is 
maintained. In consultation with business and other interests, the Government has identified the following 
priority areas where the WTO could agree to explore further liberalising work: 
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— Further tariff reductions and acceleration of the implementation of reductions already negotiated 
under the Uruguay Round. 


— Establishing closer co-operation between the WTO and international standards setting bodies, to gear 
work priorities towards areas particularly important to international trade. 


— Further extending the WTO Agreement on Public Procurement and non-discriminatory treatment for 
larger public contracts. 


— Better disciplines on subsidies and state aids which directly affect trade. 


— Simplification of rules of origin and work towards one set of rules for both non-preferential and 
preferential situations. 


— Further measures to extend protection for intellectual property, including further harmonisation of 
laws and work on enforcement. 


— Regulatory reform, in particular obligations on members to consider the market access effects of 
regulation and development of principles to avoid regulatory impediments to market access. 


— ‘Regulatory co-operation on procedures for trade facilitation. 
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Memorandum by the World Wide Fund for Nature (WTE 3) 
WORLD TRADE AND ENVIRONMENT 
INTRODUCTION 


WWF-—the World Wide Fund for Nature—is grateful for the opportunity to present evidence to the Inquiry 
on World Trade and Environment. WWF believes that the integration of trade and environmental policies is an 
indispensable requirement for the United Kingdom, and indeed the rest of the world, to move onto a path of 
sustainable development. 


While research into and understanding of this policy interface has increased substantially since the beginning 
of the nineties, much remains to be done in terms of concrete policy reforms. Furthermore, there are signs that 
some of the inter-governmental fora with a mandate to work on this interface are becoming bogged down in the 
technical and political complexities of trade and environment. For example, even the mid-term stock-taking 
exercise of the WTO’s Committee on Trade and Environment (CTE) in October 1995 has still left it unclear as 
to whether any substantive recommendations will be generated on possible modifications to the WTO’s rules in 
time for the Singapore Ministerial Meeting in December 1996. A failure to make progress risks discrediting the 
CTE process, would cast serious doubts on the political will of Members of the WTO to make a constructive 
contribution to this crucial policy integration process, and would further delay necessary reforms to the WTO. 


WWE considers that this Inquiry could provide a very timely stimulus to the WTO and other 
intergovernmental processes, through the respective UK delegations. To this end, WWF’s memorandum of 
evidence outlines WWF’s views on each of the six issues to be addressed during the Inquiry. Background to 
these statements is provided by recent WWF reports and discussion papers addressing specific issues (most of 
these publications include short executive summaries). WWF would also be most willing to provide oral 
evidence if this is deemed useful by the members of the Committee. 


1. The interrelationships and conflicts between the liberalisation of trade and the protection of the national 
and global environment 


It is now widely recognised that trade can have both positive and negative environmental impacts. Negative 
impacts are related to the consequent expansion of trade in the absence of correcting other policy and market 
intervention failures (“The Environmental Effects of Trade”, Synthesis Report, OECD 1994). To avoid these 
negative impacts it is therefore necessary for governments to correct these policy and market intervention failures 
prior to, or at least concurrently with, any trade liberalisation process. This was not done in thé case of the 
Uruguay Round Agreements of GATT, which together constitute the most far-reaching multilateral trade 
liberalisation agreement concluded to date. 


WWF therefore considers it a priority for all members of the WTO to define and implement appropriate 
environmental policy and market reforms concurrently with the implementation of the Uruguay Round 
Agreements. As a first step, governments in co-operation with the relevant inter-governmental organisations 
(inter alia, WTO, UNEP, UNCTAD, FAO and the CSD) should conduct an assessment of the environment and 
sustainable development implications of the Uruguay Round. This assessment should identify priority areas for 
policy and market reforms to be implemented concurrently with the Uruguay Round Agreements. WWF prepared 
an outline terms of reference for such an assessment, which was submitted to the April 1995 meeting of the 
Commission on Sustainable Development (Attachment 1). WWF has also initiated its own assessment of the 
food security and environmental implications of the Agreement on Agriculture, phase I of which was published 
in January 1995 (Attachment 2). 


WWF believes that the UK government should urgently initiate a national-level assessment of the effects of 
the Uruguay Round on environment and sustainable development, and should call for and contribute to parallel 
assessments to be made at the multilateral level. 
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2. The roles and achievements of international organisations in integrating trade and environmental objectives 


The Committee has singled out, correctly in WWF's view, the WTO under this item. WWF is monitoring, 
insofar as possible for an excluded non-governmental actor, the deliberations of the CTE, and contributing 
analysis and recommendations on policy issues of most concern to WWF. One of these is the question of WTO 
rules on Border Tax Adjustment as they relate to charges and taxes for environmental purposes. This issue is 
covered under item 3 of the CTE’s agenda. WWF believes that this item has not been accorded sufficient priority 
in the deliberations of the CTE. This is because environmental charges and taxes are widely expected to play a 
crucial role in “internalising” environmental costs, but are currently having their implementation delayed by 
competitiveness concerns which Border Tax Adjustment could help address. 


WWE has produced two publications on this subject (Attachments 3 and 4), the most recent of which was 
published just prior to the CTE meeting held in October 1995. WWF believes that the UK government should 
prioritise this issue in the preparation of its inputs to the WTO, and other relevant inter-governmental bodies, 
with reference to the current or planned use of environmental charges and taxes. 


WWE has published reports on other issues being considered by the CTE, including dispute settlement and 
the TRIPs Agreement. The report on the TRIPs Agreement examined its relationship to the Convention on 
Biodiversity, in the contexts of intellectual property rights benefit-sharing and technology transfer/co-operation 
(see Attachment 5). The report concludes with recommendations for both the WTO and the Convention on 
Biodiversity, which have the objective of ensuring that both agreements are implemented in a manner which 
supports the global conservation of biodiversity. WWF believes that the UK government should support the 
efforts that have now been initiated in both these agreements to minimise the potential conflicts between them, 
and thus to promote sustainable development. 


The report on dispute settlement, which includes recommendations to make the new WTO dispute settlement 
mechanism more supportive of sustainable development, is provided as Attachment 6. 


3. Circumstances under which trade restrictions are an appropriate means of achieving environmental goals 
and where alternative strategies might be more appropriate 


This is a highly controversial and case-specific issue. In addressing each case WWF believes that the following 
principles should be applied. 


(i) In circumstances where an environment-related trade measure is designed to protect the domestic 
environment of the importing country, trade restrictive measures are appropriate so long as they meet 
the WTO requirements for transparency and national and most favoured nation (MFN) treatment of 
imported goods. 


(ii) In circumstances where an environment-related trade measure is designed to protect the Global 
Commons or the domestic environment from an impact generated outside the jurisdiction of the 
importing country, more trade restrictive measures than in case (i) may be appropriate, in order to 
address the specific environmental problem. 


(iii) Insofar as different processing and production methods (PPMs) for the same finished product can 
have widely varying impacts on the environment, and associated economic costs, addressing the 
issue of PPMs adequately and appropriately is vital for the integration of trade and environment. 
The inflexibility of WTO rules on this specific issue is hindering the resolution of important trade 
and environment issues—consequently WTO rules on this point need close examination by all the 
relevant inter-governmental bodies. This is especially the case regarding PPM-generated 
environmental impacts which are transboundary in nature and/or effect the Global Commons, and 
which are not currently covered by an effective multilateral environmental agreements. 


(iv) Trade measures in existing environmental agreements should be deemed compatible with WTO rules, 
unless they clearly have a perverse environmental effect. This issue of trade measures in future 
environmental agreements, and possible modifications to WTO rules to accommodate them, should 
be considered in the CTE and other relevant inter-governmental bodies (in particular UNEP and the 
secretariats and membership of existing environmental agreements). This issue recurs in section 
4,below. | 


4. Review the effectiveness of existing multilateral environmental agreements and their compatibility with WTO 
rules 


WWE believes that any such review cannot be conducted by the WTO alone, but rather by the relevant 
environmental bodies in collaboration with the WTO. The review of the effectiveness of trade measures in 
MEAs currently being prepared by the WTO secretariat is a case in point. Such reviews must incorporate the 
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views and analysis of the membership and secretariats of the multilateral environmental agreements, as well as 
those of NGOs and civil society generally. 


WWF will soon be releasing a report on the various options for modifying the provisions of the WTO, so as 
to accommodate multilateral environmental agreements which incorporate trade measures. This report, which 
relates to a welcome initiative of the European Commission, could be made available to the Inquiry later in 
January, if it is considered appropriate. WWE hopes that its report will help to stimulate wider public debate on 
this important issue. 


5. Investigating the impact of international trade and environmental agreements on the ability of Third World 
countries to develop an environmentally sustainable economy 


WWF believes that such investigations are urgently required, so as to direct such agreements more accurately 
towards achieving sustainable development. In the case of trade agreements, reviews of their impact on 
environment and sustainable development in both developed and developing countries are urgently required (see 
section 1, above). The weaker negotiating position of developing countries vis-a-vis developed countries means 
that trade liberalisation agreements can be skewed against poorer countries, further hampering their prospects 
for securing sustainable development. This concern was one of the motivating factors for the WWF study on 
the effects of the agriculture agreement in the Uruguay Round (Attachment 2). 


Similar investigations are required in other sectors of particular economic and environmental importance to 
developing countries (e.g., commodities generally, commodity processing industries). More general analysis is 
required of the impact that subsidies and tariff escalation in developed countries have on prospects for sustainable 
development in developing countries. 


The effects of environmental agreements on sustainable development prospects in developing countries should 
also be investigated. For example, the extent to which trade provisions in the Montreal Protocol may have 
consolidated the monopoly or oligopoly that transnational corporations have on CFC substitutes which do not 
deplete the ozone layer should be examined. The crafting of effective and equitable technology co-operation 
and financial transfer provisions in future multilateral environmental agreements also needs more consideration 
than it has had in the past. WWF further believes that the international community should urgently explore the 
potential to establish a new generation of integrated trade and environment agreements, such as the International 
Commodity Related Environment Agreements (ICREAs) currently being researched by UNCTAD. 


A WWF publication on this issue is attached (Attachment 7), but for more up to date information it is 
recommended that the Committee contact the Environment Unit in the Commodities Division of UNCTAD 
in Geneva. 


6. Review current UK involvement in negotiating international trade and environmental agreements, 
identifying ways in which the government can contribute most effectively while protecting UK interests 


WWF firmly believes that consultation and co-operation, between government departments and between 
governments and non-governmental organisations (NGOs), are prerequisites for the negotiation of trade and 
environment agreements which support sustainable development. In the UK context this means that: 


(i) the government should review its arrangements for consultations between the Department of Trade 
and Industry, the Department of the Environment, the Overseas Development Administration, the 
Treasury and the Foreign Office, prior to and throughout the negotiation of international trade and 
environment agreements, and if necessary augment those arrangements; and 


(ii) the government should review its arrangements for consultations with NGOs and the general public, 
throughout the negotiation of trade and environmental agreements and during their subsequent 
functioning. 


On intra-governmental consultation and co-operation, it is important that trade and environment officials are 
both physically present during the negotiation of international agreements on the trade and environment interface. 
The regular attendance of UK environment officials at meetings of the WTO’s CTE is a welcome development 
in this respect. It is to be hoped that environmental officials will also be able to attend trade liberalisation 
negotiations with environmental implications in the WTO and other trade fora. WWF believes that the UK 
government must review and ensure full compliance with the OECD Procedural Guidelines on Trade and 
Environment (1993) in this respect. 


On consultation and co-operation with NGOs and the general public, WWF believes that the UK government 
should make greater provision for the inclusion of NGOs in government delegations to international trade and 
environment negotiations. While the UK has included NGOs in its delegations to, for example, the UNCED 
negotiations and the OECD Joint Session on Trade and Environment, it has yet to do the same for its delegations 
at meetings of the WTO’s CTE. WTO rules do not exclude representatives of NGOs if they are members of a 
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government delegation. Indeed, one developing country has already included a non-governmental representative 
on its delegation to CTE meetings, in an advisory capacity. WWF believes that the UK government should 
follow this constructive lead. 


The UK’s participation in the WTO as a member of the European Union adds complexity to the task of 
ensuring proper consultation and co-operation within the government and with the general public. The exclusive 
competence of the European Commission on trade in goods has concentrated decision-making power on EU 
trade policy matters in the Article 113 Committee. This is true of EU participation in the WTO, even on matters 
of trade and environmental policy in the WTO. WWE is concerned about the lack of transparency on the 
deliberations of this committee, from the point of view of environment ministries, members of the European 
Parliament and the general public in EU Member States. WWF has commissioned two legal briefings on this 
issue, in the context of a new Code of Conduct that the EU is drawing up on its participation in the WTO 
(Attachments 8 and 9). These briefings include recommendations to make the EU’s decision-making process on 
trade and environment issues in the WTO more balanced from a sustainable development perspective, and more 
accountable to citizens of the UK and other Member States. 


Finally, this sixth point in the terms of the reference of the Inquiry refers to “protecting UK interests”. WWF 
believes that it is very important to make a distinction between short-term economic interests and longer-term 
environment and sustainable development objectives, and between national interests and global responsibilities. 
Adopting a UK negotiating position in any international negotiation which protects the short-term interests of a 
sector of the UK economy which is damaging the environment, will neither enhance the UK’s prospects for 
sustainable development, nor protect its citizens long-term interests. Similarly protecting the interests of one 
sector of the national economy could incur unacceptable costs on the global environment. For example, the UK 
government’s reservation on the decision to phase out the use of short-chained, chlorinated paraffins within the 
North-East Atlantic Convention framework will benefit UK chemical manufacturers, but fails the foregoing 
social, economic and environmental criteria. 


WWE respectfully requests that the Inquiry make its recommendations with due regard to these vital 
distinctions, to enable the UK to provide international leadership by example. 
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EXECUTIVE SUMMARY 


There is increasing evidence that the World Trade Organisation (WTO) does not create a viable framework 
for the environmental regulation of international trade. While the treaty includes a commitment to promoting 
sustainable development, its rules are focused almost entirely upon the narrower objective of trade expansion. 


However, there is a growing recognition that the relationship between trade liberalisation, economic growth, 
and environmental protection is not necessarily a beneficial and mutually reinforcing one, and that some forms 
of economic growth can actually harm the environment, unless specific policy interventions are made. This 
paper therefore considers what reforms of WTO rules would be required in order to reconcile trade and 
sustainable development. 


Oxfam UK/I has first hand experience of how unregulated international trade can lead to environmental 
degradation which in turn fuels poverty. We believe, therefore, that trade and environment issues cannot be 
addressed in isolation: development issues must also be considered. The terms of reference for the WTO’s 
Committee on Trade and Environment should therefore be extended to encompass the broader concept of 
sustainable development. This would enable it to address, inter-alia, the related issues of low commodity prices, 
escalating tariffs, and international debt, all of which have a significant impact on the environments, and 
opportunities for sustainable development, in poorer countries. 


The first part of this paper focuses on the obstacles which current international trade rules place in the way 
of sustainable development, and identifies in particular the WTO’s failure to recognise that environmental 
degradation imposes real costs which are not reflected in market prices, and that it therefore has precisely the 
same trade-distorting effect as dumping or subsidisation. Using a case study of shrimp farming in the Philippines, 
we make the case that WTO rules should be changed to enable countries to impose consumption or import taxes 
on the grounds of unsustainable production, and in extreme cases to prohibit imports or exports. Where punitive 
tariffs are imposed on environmental grounds, the revenues should be invested in jointly agreed funds to help 
developing countries meet higher environmental. standards. 


A casestudy focusing on the social and environmental costs of banana -cultivation, and on the difficulties 
facing attempts to promote preferential access for sustainably produced bananas, demonstrates in more detail 
the need for WTO rules to be reformed to permit countries to discriminate between like products on the basis 
of the way they have been produced (PPMs). 


From Oxfam’s perspective, unacceptably low environmental standards are not a source of legitimate 
comparative advantage, but a form of exploitation which creates unfair competition. Drawing on the experience 
of our project partners in Mexico and Chile, we outline the environmental and social costs associated with 
low, or lax enforcement of, environmental standards, and make the case that, while complete harmonisation of 
environmental standards is neither practical nor desirable, moving towards some minimum parity level for some 
of the most environmentally damaging products and processes would be a step towards placing international 
trade on more sustainable foundations. Obligations on developing countries to comply with higher standards 
should be linked to the provision of financial and technical support. 


Developing countries have reacted strongly against suggestions that the WTO be used to establish minimum 
environmental standards, fearing that this could encourage protectionist interests. They point out, with 
considerable justification, that/poverty is the real cause of low standards, and that access to Northern markets is 
vital to raising these standards. Equally, however, the world cannot afford a trading system which subordinates 
all other considerations to trade expansion under the auspices of footloose TNCs. What is needed is an 
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international regulatory system which safeguards the environment and promotes opportunities for sustainable 
development, without jeopardising legitimate trade interests. 


Finally, the paper makes the case for an Intergovernmental Panel on Trade and Sustainable Development 
(IPTSD), which could make a significant contribution towards designing such a system, and would ensure that 
both trade and non-trade mechanisms relevant to sustainable development (including investment flows, 
technology transfer, and debt relief) are considered together in the same forum. 


1. INTRODUCTION 


1.1 We are currently locked into a system of global trade rules that have the expansion of world trade as 
their primary objective. This objective rests on the assumption that ever increasing international trade will 
automatically lead to an increase in human welfare. Thus the Preamble to the Agreement establishing the World 
Trade Organisation (WTO) begins: 


“Recognising that their relations in the field of trade and economic endeavour should be conducted with 
a view to raising standards of living, ensuring full employment and a large and steadily growing volume 
of real income and effective demand, and expanding the production of and trade in goods and service. . .”. 


1.2 Atthe same time, however, there is growing recognition that the relationship between trade liberalisation, 
economic growth, and environmental protection is not necessarily a beneficial and mutually reinforcing one. 
The passing reference to environmental sustainability in the Preamble to the WTO Agreement fails to recognise 
that in many cases, economic growth can actually harm the environment, unless specific policy interventions 
are made. It was precisely this recognition which fostered the elaboration of the concept of sustainable 
development. The challenge before us, then, is to make the concept of sustainable development meaningful in 
the context of international trade rules, and in particular, in relation to the new World Trade Organisation. 


1.3. Oxfam UK/I’s experience is that livelihoods—indeed survival—for the world’s poorest people depend 
fundamentally on the wealth of the natural environment and on resources such as soils, trees, and water. Working 
in partnership with community groups to combat poverty in over 70 countries of the world. Oxfam has seen at 
first hand how unregulated international trade can lead to environmental degradation which in turn fuels poverty. 


As these concerns become more and more interrelated, it is becoming essential to see them as one problem. 
Trade and environment issues therefore cannot be addressed in isolation: development issues must also be 
considered. In Oxfam’s view, a narrow perspective on trade and environment which misses out an analysis of 
poverty and development risks becoming part of the problem, not part of the solution. 


For this reason, the terms of reference of the WTO’s Committee on Trade and Environment should be 
extended to encompass the broader concept of Sustainable Development. This would enable it to address, inter 
alia, the inter-related issues of low commodity prices, escalating tariffs, and international debt, all of which have 
a significant impact on the environments, and the opportunities for sustainable development, in poor countries. 


Falling commodity prices on the world market, for example, reduce the scope for internalising the 
environmental costs of production and trade. This underpricing of natural resources and environmental goods 
leads’ to inequitable, wasteful, and environmentally destructive patterns of consumption and economic 
development. Meanwhile, escalating tariffs prevent poorer countries from diversifying away from primary 
commodities, and further intensify environmental pressure. Japan and the EU, for instance, both impose a higher 
tariff on plywood than on logs. The aim, in both cases, is to protect powerful domestic timber industries. The 
effect is to increase environmental degradation in exporting countries, since logs have a lower unit value than 
plywood, and more therefore have to be exported to generate the same amount of foreign exchange. The 
international debt burden not only compounds these environmental problems by forcing indebted governments 
to increase exports to generate foreign exchange; it also makes it even more difficult for developing countries 
to meet the higher environmental standards which are often proposed by the industrialised countries. 


Oxfam’s concern, therefore, is that world trade rules should be reformed in order to enable international trade 
and support, rather than undermine, sustainable development, and to enhance, rather than destroy, the livelihoods 
of people living in poverty. 


2. THe WTO: an INADEQUATE FRAMEWORK FOR SUSTAINABLE DEVELOPMENT 


2.1 One of the most fundamental problems in sustainable trade management is that the WTO is premised 
on rules which reflect a very narrowly defined market framework. For example, GATT articles expressly prohibit 
the use of subsidies on the grounds that subsidies distort markets. This leads to the concept of “dumping”, 
whereby it is GATT-illegal for a product to be sold on the international market at less than its normal domestic 
price. However it is increasingly the case that environmental degradation itself imposes real costs which are not 
reflected in market prices, and it therefore has precisely the same trade distorting effect as dumping or 
subsidisation. 
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The WTO framework as currently constituted fails to recognise this, and therefore cannot adequately address 
it. Although GATT Article XX (b) and (g) appear to offer significant scope for the protection of the environment 
and the health of living things by apparently enabling contracting parties to take measures “necessary to protect 
human, animal or plant life or health”, and “relating to the conservation of exhaustible natural resources”, that 
scope has in fact been severely limited by various restrictive interpretations. Measures relating to process and 
production methods in other countries or to health and the environment outside a country’s own territory and 
jurisdiction are not allowed, for example, and measures cannot be applied unilaterally. Furthermore, the term 
“necessary” in Article XX (b) has been narrowly defined as “least GATT-inconsistent”, and it is doubtful 
whether the “exhaustible resources” of Article XX (g) can be construed to include the atmosphere and oceans, 
so they cannot therefore be exceptions under this article, even if territoriality considerations allowed. 


Sone of these limitations were vividly demonstrated in the notorious “tuna/dolphin” panel decision which 
ruled that the US ban on Mexican-caught tuna was GATT-illegal, not only because it was discriminatory (which, 
in the way that it was implemented, it probably was), but also on the more far-reaching grounds that it related 
to process and production methods, not products, and because the US was seeking to apply its laws outside its 
own jurisdiction. The assumption appears to be that since the GATT treaty was negotiated between national 
governments, its mandate covers only national jurisdictions. Yet the lessons of sustainable development show 
that environmental problems are increasingly transnational and cannot be addressed by a framework based on 
nation states alone. 


2.2 The challenge, then, is how to incorporate concerns of sustainable development into the WTO? The 
conventional economic school of thought would simply argue that GATT is a treaty whose strength lies in 
expanding world trade, and therefore any attempt to address, non-trade issues will inevitably lead to market 
distortion and the threat of protectionist abuse. This is a very curious argument, however, in view of the 
recognition by many of those same economists that economic growth is itself generating significant market 
costs; and indeed a very inconsistent one, in view of the urgent calls from the World Bank and others for 
countries to adopt price-related measures nationally to reduce environmental costs. A recent World Bank report, 
East Asia’s Environment: Principles and Priorities for Action notes that: “Environmental problems require - 
attention because markets alone cannot be relied on to reduce excessive damage to the environment . . . The 
costs to society that come from pollution and the degradation of natural resources are not automatically taken 
into account in the decision of businesses, governments and individuals”. The report therefore concludes that 
governments should ensure that environmental costs are incorporated into both private and public policy 
decisions. But if there is a logic to incorporating environmental costs into economic decision-making nationally, 
a similar logic must apply internationally, or else economic relations at the international level would be subject 
to the same market distortions as the World Bank is concerned to address at the national level. 


2.3. A further objection to incorporating sustainable development concerns into the GATT comes from 
developing countries who fear that if the WTO were to be used to establish minimum environmental standards, 
it could encourage protectionist abuse. They point out, with considerable justification, that poverty is the real 
cause of low standards; and they claim that access to Northern markets is vital to raising these standards. 
Equally, however, the pursuit of trade expansion without regard to ecological constraints is likely to prove 
disastrous to present and future generations alike. 


It is clear that complete harmonisation of environmental standards is neither practical nor desirable, but 
moving towards some minimum parity level for some of the most environmentally-damaging production 
processes would be a step towards placing international trade on more sustainable foundations. It is undoubtedly 
the case, however, that many developing countries would be unable to afford the clean technologies needed to 
meet higher environmental standards. The Brundtland Commission estimated that in the early 1980s developing 
countries exporting to the OECD countries would have incurred costs in excess of $5 billion if they had been 
required to meet US standards. The sum today would be considerably larger. That means that financial resource 
transfers, including debt relief, will need to be linked to the adoption of technologies that would enable 
developing countries to introduce higher standards. Similarly, if tariffs were deployed to protect industries 
meeting higher environmental standards, the revenue generated could be repatriated to developing countries in 
the form of an environment fund, administered by a multilateral body, for investment in clean technologies. 


2.4 Multilateral Environmental Agreements: 


International agreement, where it can be secured, is clearly preferable to unilateral action, and the negotiation 
of MEAs should therefore be encouraged. Prominent examples of MEAs which employ trade restrictions to 
enforce compliance include the Convention on International Trade in Endangered Species (CITES), the Basel 
Convention on the Control of the Transboundary Movement of Hazardous Wastes and Their Disposal, and the 
Montreal Protocol on Substances that Deplete the Ozone Layer. Those MEAs which lack trade provisions, such 
as those related to sustainable fisheries management, have been considerably less successful. 


However, trade measures Within these agreements raise the prospect of inconsistency with GATT rules, 
notably the Article XI prohibition on quantitative restrictions on international trade, or the provisions of Article 
I and III concerning national treatment and non-discrimination. This potential inconsistency risks causing a 
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damaging “chilling” effect on implementation of existing MEAs, and the negotiation of future ones. The GATT 
Agreement should therefore be amended to permit trade measures as set out in broadly based international 
environment agreements. This could follow the model of the NAFTA which specifically allows that, in most 
cases where conflict arises between its own provision and those of MEAs, the latter shall take precedence. 


Although multilateral action through MEAs is clearly more desirable (and usually more effective) than 
unilateral trade measures, MEAs are often difficult and time-consuming to negotiate and implement. The GATT 
tuna/dolphin panel seemed unaware, for example, that the US had been trying to negotiate an international 
agreement on the protection of dolphins from damaging fishing practices since 1972. It is therefore necessary 
to consider in what circumstances unilateral trade measures can legitimately be employed in the pursuit of 
sustainable development. These are explored in 2.5 and 2.6 below, together with the reforms of WTO trade rules 
that would be required to facilitate them. 


2.5 Process and Production Methods (PPMs): 


Under current GATT rules, countries are permitted to ban the import of products which will harm their own 
environments, as long as the standards applied are non-discriminatory between countries, and between domestic 
and foreign production. However, as the tuna/dolphin case revealed, a country cannot discriminate against 
imports on the basis of the way in which they are produced in other countries. In the absence of a multilateral 
environmental agreement, then a country is not permitted to take any trade measure to protect its environment 
from foreign production, or to protect the environment outside its own jurisdiction, whether a global commons 
or the territory of another country, from damage caused by a PPM. Ecologically, however, there is no meaningful 
distinction to be drawn between the environmental harm deriving from products or from their processes and 
productions methods. Sustainable development demands that regulations be equally available to both sources 
of environmental harm. 


Not only this artificial distinction between products and PPMs undermine attempts to move towards 
sustainable development, it is also highly inconsistent with other GATT articles. Both the Agreement on 
Subsidies and Countervailing Measures and the Agreement on Trade-Related Aspects of Intellectual Property 
Rights regulate some aspects of how goods are produced, allowing importing countries to discriminate against 
products if they are produced using excessive subsidy or misappropriated intellectual property." Furthermore, 
Article XX (e) allows countries to discriminate against products using prison labour. 


The difference, then, appears to be based on the fact that it is considerably more difficult to define the 
characteristics of PPMs, which are usually country-specific, than products, which generally are not. However, it 
is perfectly possible to conceive a consistent, rules-based approach, setting out objective criteria under which 
trade measures directed against PPMs could be taken.” These could include: 


— A requirement of evidence of significant and non-reversible physical environmental damage. 


— A requirement of evidence that the country concerned has attempted to resolve the issue through 
negotiations with potentially affected trading partners. 


— Due notice (e.g., 12 months) of intention to introduce trade measures in support of environmental 
policies must be given, during which international agreement should be sought which would make 
the measures unnecessary. 


— Measures must be non-discriminatory between foreign and domestic producers or products, and 
proportionate to the problem addressed. 


2.6 International Competition 


Process and production methods based in foreign countries can also affect the importing country through 
the differential in the cost of compliance with environmental regulations. Industries in countries with higher 
environmental standards and costs of compliance fear that their competitiveness will be undercut by cheaper 
imports from countries with lower, or less rigorous enforcement of, environmental standards. Current GATT 
tules prohibit the imposition of countervailing duties, which would protect industries with higher standards by 
ensuring that imports were subject to duties or tariffs to offset the implicit subsidy they enjoy from lower 
environmental costs. 


Border tax adjustment, a related concept, involves adjusting the price of imports and exports at the border to 
ensure that products and processes are subject to the same degree of environmental taxation regardless of origin. 
GATT rules allow adjustment for domestic taxes levied on products, but not for those imposed on the basis of 
PPMs. The obstacle which this puts in the way of sustainable development has been vividly demonstrated by 
the resistance which, accompanied European Commission proposals to establish a carbon/energy tax. Industry 
has effectively blocked them on the grounds that such a tax would undermine their competitiveness. This 
argument would no longer be valid, were border tariff adjustment permitted in order to “counteract” its effect. 





' Duncan Brack, International Affairs, RIIA, Volume 71, 1995, p. 506. 
? For related ideas, see Paul Ekins, Harnessing Trade to Sustainable Development, Green College Centre for Environmental Policy 
and Understanding, March, 1995 p. 7; NRDC/Field, Environmental Priorities for the World Trading System: Brack, op cit. 
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However, there are significant challenges associated with this approach. First, developing countries would be 
likely to perceive it as a smokescreen for green protectionism, and could argue—with justification—that they 
do not have the resources needed to reach industrial country standards. Any obligations on developing countries 
to meet industrial country environmental standards would therefore need to be linked to the provision of financial 
support, and revenue generated by adjustment remitted back to developing countries, to be invested in cleaner 
technologies. There are also significant practical difficulties in calculating the rate at which the tax should be 
applied, and in equalising tax rates between countries. 


Non-existent, or weakly applied, environmental laws are also likely to act as a magnet for foreign companies 
eager to lower production costs by relocating to “pollution havens”. Advocates of trade deregulation argue that 
there is little evidence to support the claim, that environmental dumping is happening on any scale, but that 
argument is not supported by the experience of Oxfam’s project partners working in the Maquiladora zone of 
Mexico, described by one commentator as a “facsimile of hell on earth” (see section 5.6 below). Moreover, 
there is every indication that the problem is likely to grow in the future, as the financial costs imposed by more 
stringent environmental regulation rise. 


Ways Forward 


There are various ways in which the loss of competitiveness argument could be addressed. It would be 
possible to work towards the establishment of minimum environmental standards, at least for some of the most 
polluting or otherwise environmentally damaging products and processes: in essence this would be a means of 
linking participation in free trade agreements to respect for internationally recognised environmental standards. 
However, financial mechanisms would need to be established to enable poorer countries to adapt to them, and 
institutional mechanisms would be required to enable them to be monitored and enforced. 


In the absence of minimum standards, or where they would be impractical or inappropriate, Paul Ekins has 
suggested an alternative, more pragmatic, approach which would permit companies that can show genuine . 
disadvantage from environmental policy making to be protected from its effects for a limited period while they 
adjust to the new reality. He proposes that GATT rules should be changed to enable countries to levy 
countervailing duties on imported products (or give rebates to exported products) where the domestic industry 
concerned can demonstrate that its products suffer a competitive disadvantage due to domestic environmental 
legislation.’ Strict conditions are proposed: the environmental problem must be global or transboundary; the 
duties are time-limited (e.g., three years); levels must be based on an independent assessment of the real costs 
to the industry; a minimum threshold of competitive disadvantage would have to show (e.g., 5 per cent on the 
price of a product); and a notice period for the measures would be required, during which they would be open 
to challenge. In addition, revenue derived from the countervailing duties would be placed in a fund to help 
developing countries improve the environmental performance of their economies. The purpose of this procedure 
is to avoid the problems inherent in trying to calculate full border tax adjustment and full cost-internalisation, 
but at the same time to remove the influence of competitiveness concerns from environmental policy making. 


An alternative proposal, which acknowledges that many developing countries lack confidence in the WTO 
which they perceive, with justification, to be untransparent and undemocratic, is to establish an 
Intergovernmental Panel on Trade and Sustainable Development (IPTSD). Such a forum would be more open 
and democratic than the WTO, and have an overriding commitment to sustainable development, rather than 
trade expansion, as its focus (see section 6 below). The panel would focus on multi-disciplinary analysis and 
policy formulation, which would build on, and unite, the working relationships which are developing between 
the relevant agencies of the UN, other international bodies, governments, academic institutions, and NGOs. One 
of its tasks would be to undertake country studies on production processes, with a view to assessing, and making 
public, any instances of continued gross externalisation of environmental costs. The resulting publicity might in 
itself be sufficient to persuade the government or industry in question to raise their standards; if not, the Panel 
could research, and make recommendations on, the most appropriate trade measures to be taken. 


2.7 Dispute Settlement Mechanisms: 


The sensitivity surrounding the issue of trade measures in support of sustainable development makes it crucial 
that the WTO has a Dispute Settlement procedure which is transparent and accountable, and which enjoys the 
confidence of all contracting parties. It should also integrate sustainable development objectives into both the 
principles and procedures for resolving disputes between members. The “Understanding on Rules and Procedures 
Governing the Settlement of Disputes” (DSU), incorporated into the Final Act of the Uruguay Round, establishes 
an integrated disputes settlement mechanism with much greater scope and power than the former GATT 
mechanisms. The DSU represents a significant advance in many ways, including the introduction of expert 
review groups (which could contain experts on issues of environment and sustainable development), an increased 
role for arbitration, and an appeals process. However, its links with the global commitment to sustainable 
development made at the 1992 United Nations Conference on Environment and Development are insufficiently 





' Etkins p. 18. 
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developed, and it fails to offer adequate public access to information. Most importantly, the DSU must ensure 
that all parties, whatever their economic influence on world trade, are bound by the rule of law. Without this, 
there is a serious risk that the developed countries will continue to use (or will be perceived to be continuing to 
use) the GATT system to their own ends, selling an increasing volume of goods and services in emerging 
developing country markets, while keeping their own markets closed to developing country goods through a 
variety of protectionist barriers. 


3. CASESTUDY: SUSTAINABLE NATURAL RESOURCE MANAGEMENT 


3.1 Around 25 per cent of world trade involves the import and export of primary products, such as timber, 
fish, minerals, tea, and coffee. many of the world’s poorest countries are heavily dependent upon such exports 
for their foreign exchange earnings. However, the export of natural resources often involves environmental 
costs which are not accounted for the in the price of the commodity, and which do not figure in national 
accounting systems. 


3.2 The huge increase in shellfish exports from developing countries is a case in point. During the 1980s, 
production of shrimps in Asia underwent a phenomenal growth, jumping from 57,000 tons to 441,000 tonnes. 
The foreign exchange gains have been substantial. By 1990, shellfish was the largest non-oil commodity export 
from developing countries and for some of the poorest countries, such as Vietnam and Bangladesh, shellfish is 
now one of their largest sources of foreign exchange. However, shrimp and shellfish farming are also having 
disastrous environmental consequences. 


3.3. In much of Bangladesh, the expansion of shrimp farming for export has been associated with the forcible 
displacement of smallholder producers, often involving considerable violence. In addition, the demands of the 
shrimp industry for fresh water has severely depressed the water table in may areas, creating water shortages 
and adding to the problems of salinity. 


3.4 In the Philippines, mangrove swamps have been cleared at an average rate of 3,000 hectares a year to 
make way for large commercial prawn farms, most of them owned by companies producing for export to Japan. 
These swamps now cover less than one-tenth of their original area. The destruction of the mangrove breeding 
grounds means a progressive lowering of fish catches each year for local fishing communities. On current trends, 
the Philippines’ remaining mangrove swamps will be destroyed within a decade. 


3.5 Oxfam is supporting the efforts of local people in the Philippines to protect their common natural 
resources from commercial encroachment, combining practical action aimed at reversing the trend of declining 
fish catches with advocacy work oriented towards the creation of an equitable and environmentally sustainable 
regulatory framework. 


_ 3.6 But action at the international level is also needed, to create an enabling framework within which 
national governments can pursue sustainable development policies. Current prices for natural products like 
shrimps do not reflect the environmental costs of production. This undervaluation leads directly to overuse and 
depletion. The prices charged by Japanese companies to consumers for shrimps do not reflect the enormous 
costs to local communities of lost fish stocks, reduced soil fertility caused by salination, or the associated loss 
of livelihoods. In theory, governments could intervene in markets to ensure that prices more accurately reflect 
the true costs, by imposing consumption taxes or import levies on unsustainably produced materials; or, in 
extreme cases, by prohibiting imports. 


3.7 However, the international trade rules enshrined in the WTO act as a potential restraint on local and 
international action to protect natural resources, undermining the ability of governments to regulate in favour of 
sustainable development, and disempowering local communities in their struggle for a better environment. These 
trade rules do not allow for the imposition of consumption or import taxes on the grounds of unsustainable 
production. 


3.8 Nor is it clear whether they permit export controls in the interest of sustainable resource management. 
While existing rules allow governments to restrict exports for environmental reasons, such restrictions are treated 
as exemptions to free trade which are only granted under stringent conditions. Recourse to GATT has been used 
to overturn existing conservation measures, forcing a reversal of Canada’s fish stock management policies in 
the early 1980s, for example. Meanwhile, efforts by the Dutch government to promote an EU ban on 
unsustainably logged timber were withdrawn in the face of warnings that it could be inconsistent with GATT 
obligations. 


3.9 What is clear, is that there are major conflicts between the rules of international trade and the demands 
of sustainable resource management. This is an area in which WTO rules should be reformed. Export prohibition 
can play a vital role in sustainable resource management. So could export taxes and import levies, as outlined 
in 2.5 and 2.6 above. Applied in an open and non-discriminatory manner, such market instruments could 
significantly enhance the prospects for more sustainable trade across a wide range of products. 
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4. CASESTUDY: PROMOTION OF A SUSTAINABLE BANANA TRADE 


4.1 For some of the world’s poorest and most vulnerable producers, the failure of the Uruguay Round to 
address environmental problems is being compounded by its damaging impact on existing trade arrangements. 


4.2 Until 1992, the EU banana market reflected the old colonial ties of its member states. Britain, for 
example, imported two-thirds of its bananas from its former colonies in the Caribbean, including the Windward 
Islands. But this arrangement could only be maintained by protecting the British market from Latin American 
exporters, where bananas are produced at around half of the cost of those from the Caribbean, on giant, highly 
mechanised estates. 


4.3 With the arrival of The Single European Market (SEM) in 1992, such protection became inconsistent 
with EU law. However, after a protracted debate, in July 1993 Europe introduced a new import policy which 
set an increased quota for Latin American bananas. Imports above that quota—set at two million tons—are 
subject to higher duties. The EU’s aim of safeguarding its policy of preferential access for ACP bananas was 
justified by the overwhelming dependence of Caribbean exporters on the EU market. In the Windward Islands, 
bananas account for 15 per cent of national income and over half of export earnings. Around 57,000 people, a 
third of the labour force, are directly or indirectly involved in the banana industry. Maintaining a viable banana 
industry is therefore vital in a region where unemployment is in excess of 20 per cent and where there are 
few alternatives. 


4.4 The subsequent GATT challenge over the new EU regime brought by five Latin American exporters 
resulted in a ruling that discrimination against the Latin American countries was a violation of the obligation on 
the EU to uphold the GATT principal of Most Favoured Nation (MEN) treatment. More recently, in September 
1995, following a complaint from the giant US banana corporation, Chiquita Brands International, the US Trade 
Representative filed a complaint with the WTO, and has threatened to impose trade sanctions on EU exports 
unless the European banana market is liberalised. 


4.5 Serious issues clearly lie at the heart of this dispute. There are legitimate discussions to be had over 
whether trade preferences are the most appropriate way of supporting the livelihoods of poor people, and whether 
preferential agreements based on former colonial ties unfairly exclude other, possibly even poorer, nations. 
However, whatever the problems associated with market regulation are, it is highly questionable to suggest that 
these problems will be resolved, and social and environmental wellbeing improved, simply by a lurch towards 
market deregulation. , 


From Oxfam’s own experience based on working with partner groups over many years, we know that if the 
complaint against the EU were upheld, it would have a devastating effect on the livelihoods of thousands of 
people in the Caribbean, who currently enjoy few other employment opportunities. The WTO should therefore 
recognise the right of nations to put the interests of their peoples above corporate self interest and free trade, 
and rule against the complaint. 


4.6 That is not to say, however, that the current EU banana regime is not in need of reform. Current methods 
of banana cultivation carry high social and environmental costs. Like many crop farmers, banana producers have 
been struggling for higher yields per acre, partly to meet increased demand, but also in order to lower unit costs 
of production. Producers are also under pressure to produce more uniform fruit with fewer “blemishes”. All of 
this leads to higher inputs of fertilisers, nematicides, and above all, fungicides. The haphazard practice of aerial 
spraying has become the norm, while chemical-impregnated polythene sleeves (which are supposed to “protect” 
the fruit from a variety of diseases) litter the fields. Laws stipulating that the natural vegetation should be left 
intact along water-courses are ignored, and pesticide residues build up in soils, in fresh water, and on coral reefs 
along the coast. On hillsides, like those in the Windward Islands, increased production means plantation on 
steeper slopes, increasing the risk of soil erosion. In Latin America, increased areas devoted to plantations have 
led to a loss of both farmland and forest. These large acreages, all devoted to one variety of crop, are themselves 
an environmental problem, since they provide no variety of habitats for associated wildlife, while at the same 
time they create optimum conditions for pests. A typical response to this is to blanket large areas with pesticides, 
causing further problems. 


4.7 In the light of the ongoing social and environmental problems associated with banana production in the 
South, the EU—as the world’s largest single importer—has a particular responsibility to provide means for 
improving sustainability in the banana sector. One method open to the EU is the application of minimum criteria 
for sustainable production in trade regimes, such as the EU’s Single European Market for bananas. A positive 
trade incentive could be given to those producers who produce more sustainably than others. 


4.8 A European network of NGOs (including Oxfam UK/I) working with banana producers has made 
proposals for the reform of the European banana regime in order to create a quota for bananas which have been 
produced in a fair and environmentally sustainable way. (See Yellow Fever: A Proposal for Quota Allocation 
for Fair Trade Bananas, Eurdban and Solidaridad, the Netherlands, 1995). We have proposed a core package 
of minimum social and environmental standards, and developed a measurement for sustainability certification. 
These proposals are being blocked, however, by European Commission claims that such reform would be 
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contrary to current GATT/WTO rules which do not allow discrimination between like products on the basis of 
the way these products have been produced. 


4.9 Such rules are clearly undermining a significant opportunity for putting the banana trade onto a more 
sustainable basis, and improving the environmental and social impact of their production. Research should 
therefore be undertaken urgently to establish criteria under which world trade rules could permit discrimination 
on the basis of the way products have been produced, as proposed in Section 2.5 above. The UK should then 
use its influence within the EU to encourage it to modify EU Regulation 404/93 in such a way as to allow 
preferential market access for fairly and sustainably produced bananas. 


5. CASE STUDY: CLOSING POLLUTION HAVENS 


5.1 Foreign investment is integrating national economies and labour markets into an increasingly globalised 
system. This has profound implications because of the divergence in living and environmental standards between 
countries, which make it increasingly attractive for TNCs to relocate to countries with poor regulations, or lax 
enforcement mechanisms. There is a related danger that the creation of “pollution havens” will exercise 
downward pressure on environmental standards worldwide, as the fear of losing foreign investment forces 
governments either to lower standards, or to resist raising them. From Oxfam’s perspective, however, 
unacceptably low environmental standards are not a source of legitimate comparative advantage, but a form of 
exploitation which creates unfair competition. Our project partners, working the fruit-growing areas of Chile 
and in the maquiladora zone of Mexico, have had first hand experience of its consequences. 


5.2 Chile’s chief comparative advantage has been based on the intensive extraction and export of abundant 
high quality natural resources. Non-traditional exports such as fruit, fish, and timber have boomed alongside the 
traditional mining sector, and its success is reflected in greatly increased production, export volumes, and profits. 
This strategy has meant that Chile’s comparative advantage in global markets has relied heavily on lax and low 
cost environmental regulations, and the maintenance of a cheap and flexible labour force, rather than high 
value added.’ 


5.3. The fruit industry has become one of the major agricultural earners. Production of the four main fruit 
species grew from 217,900 tonnes in 1974-75 to 1,087,000 tonnes in the period January to June 1988, 
representing 77 per cent of total agricultural exports and 16 per cent of total exports in 1992-93. This huge 
expansion has brought with it correspondingly high environmental costs, particularly resulting from the 
indiscriminate and intensive use of chemical fertilizers and pesticides. According to a partner agency, AGRA, 
around four million kilos of pesticides are routinely dumped every year on the 220,000 hectares of land that are 
devoted to fruit production for the export market. Between 1985 and 1992 imports of pesticides grew at an 
annual average rate of 12.3 per cent, and by 1992 imports of agrochemicals represented 28 per cent of total 
agricultural imports. Some of them, such as Paraquat, Parathion and Lindano, are among the “dirty dozen” —the 
12 most toxic pesticides in the world. 


5.4 Workers often work in the fields immediately after the fields have been sprayed, or sometimes even 
during spraying, without adequate protective clothing, while women working in the confined space of packing 
plants and greenhouses are particularly prone to the concentrated effects of pesticides. These include skin 
complaints, nervous disorders, muscular waste, sterility, nausea, a higher incidence of miscarriages and sterility, 
and an increased rate of malformed births. The chemicals also have irreversible effects on other plant life, 
contaminating rivers, underground springs, and soils. Carlos Vidal, a union leader representing fruit workers in 
the Aconagua valley, the centre of the fruit export boom, told Oxfam: “The water’s full of pesticides from the 
fruit production. This area used to be famous for water melons and now they don’t grow properly any more. 
They chuck fertilizer and pesticide everywhere—it doesn’t matter that the earth is dead because the fruit trees 
thrive artificially”. 


5.5 The Chilean government is resisting pressure to enact stronger environmental regulations, or to enforce 
existing pesticide laws, for fear of losing both foreign investment and competitive advantage. International 
regulations obliging Chile and its competitors to adopt minimum environmental standards would help resolve 
this tension. While complete harmonisation of environmental policies is not practical, and is not sought in any 
existing trade agreements, moving towards some level of environmental parity around the world would be an 
important step towards minimising some of the harmful effects of trade, providing that financial mechanisms 
were in place to enable developing countries to meet higher standards (see 2.6 above). 


5.6 The experience of Oxfam’s partners in Mexico suggests that company relocation on environmental 
grounds is already happening. The Mexican border region is the site of more than 2,000 manufacturing plants, 
which operate by importing components free of duty, for assembly and re-export to the US. Blue-chip companies 
such as General Electric, General Motors, and Du Pont, have all transferred plants to the maquiladora zone, 





' The Chilean evidence is drawn from a report commissioned by Oxfam: “Impact of the Export Model on Workers and the 
Environment: Analysis of the Agricultural and Fishing Sectors”, Estrella Diaz, Instituto de la Mujer, Published by the Business 
School of the University of Arts and Social Sciences, Santiago, 1995. 
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attracted by a combination of lax enforcement of environmental laws and low wages. More than a quarter of 
US firms with plants in Mexicali cited environmental costs and more stringent US environmental provisions as 
reasons for the relocation. In the last 1980’s, the introduction of more stringent air pollution controls in California 
prompted a large-scale exodus of furniture manufacturers to the maquiladora zone. 


5.7 The environmental costs of the maquiladora zone have been unacceptably high. According to Mexico’s 
Secretariat of Urban Planning and Ecology, more than half of the maquiladora plants produce hazardous waste. 
This waste is supposed to be transferred to the United States, but compliance is the exception rather than the 
tule. An official Mexican investigation in 1991 estimated that only one-third of plants complied with Mexican 
toxic waste laws. The public health consequences have been alarming. In one investigation, the US National 
Toxics Campaign found heavy metals and other toxic discharges associated with birth defects and brain damage 
being emptied into open ditches. Towns like Matamoros have an incidence of anencephalic (brainless) baby 
births running at 30 times the Mexican average. The American Medical Association has branded the maquiladora 
region “a virtual cesspool and breeding ground for infectious diseases”, with hepatitis and tuberculosis rife on 
both sides of the border.' 


5.8 A variety of measures could help prevent the creation of pollution havens, and the unfair trade 
advantages to be gained through lax environmental laws. During the debate over the North American Free Trade 
Agreement (NAFTA), Mexico promised to improve its enforcement mechanisms, and agreed to the explicit 
stipulation within the NAFTA Agreement that it is “inappropriate” to relax environmental standards or 
enforcement in order to encourage investment. Unfortunately, this provision has little legal influence. Groups 
are therefore lobbying to strengthen it, either by requiring new US investors in Mexico to meet US laws (and 
imposing penalties for violation), or by imposing countervailing duties and other sanctions to compensate for 
shortfalls. A legally binding provision to the same effect should be introduced at the WTO, and a commitment 
made to work towards international agreements on appropriate minimum standards. 


6. INSTITUTIONAL REFORM 


6.1 The case studies above demonstrate that the WTO does not create a viable framework for the regulation 
of international trade in the interests of sustainable development. What is needed in an international regulatory 
framework which protects the environment, and the basic rights of people, without jeopardising legitimate 
trade interests. 


Such a framework should not be developed by trade ministers in the WTO alone, but by a wider forum which 
is more democratic and transparent, and which is committed to sustainable development, rather than to trade 
expansion alone. 


6.2 At its Second Session, in May 1994, the Commission on Sustainable Development (CSD) undertook to 
review annually “developments in the area of trade, development, and environment, with a view to identifying 
possible gaps and to promote co-operation and co-ordination” (Chair’s Report, 1994). It also recognised that 
“there is considerable need for improvement” in the areas of transparency, openness, and the active involvement 
of the public and experts, in relation to work on trade and environment. At its Third Session, in April 1995, it 
reiterated the importance both of co-ordination and of transparency, and invited UNCTAD to “review the 
growing volume of research on trade, environment and sustainable development linkages carried out by 
international organisations, as well as academic institutions and non-governmental organisations in developed 
and developing countries. . . with a view to identifying possible gaps, including through the use of independent 
trade and environment expert groups”. This is an important step forward, which acknowledges that no one 
institution has the mandate or the expertise to perform the full range of analysis that will be needed on the 
interface between trade, environment, and sustainable development. It still falls short, however, of a forum in 
which cross-sectoral policies can be analysed and discussed by a range of experts from both North and South. 


6.4 There has been some welcome progress in the level of co-operation between institutions working on 
different aspects of the trade, environment, and sustainable development agenda. The Trade and Environment 
Committee of the WTO has extended observer status to a wide range of international bodies including the CSD, 
UNCTAD, UNEP, and the World Bank (although little progress has yet been seen in relation to the involvement 
of NGOs), while UNEP and UNCTAD in particular have deepened their co-operation on related issues. However, 
UNEP and UNCTAD are constrained by the parameters of their mandates, and the WTO suffers from a 
narrowly-defined free market remit designed to expand trade without adequate reference to its wider social and 
environmental implications. While it is formally democratic, the WTO will nevertheless reflect the imbalances 
in trading power between the North and the South, with the world’s poorest countries continuing to be confined 
to the margins of decision-making. There is still no interdisciplinary forum where representatives from 
governments, international bodies, academics, and NGOs from North and South can participate together in 
debate and analysis on the complex interface between trade, environment, and development. 





' Hilary French, Costly Tradeoffs: Reconciling Trade and the Environment, Worldwatch Paper 113, Washington, March 1993. 
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6.5 Oxfam and others therefore believe that there is an urgent need to establish an Intergovernmental Panel 
on Trade and Sustainable Development (IPTSD) to focus on multi-disciplinary analysis and policy formulation.’ 
One of the key benefits of such a panel would be the opportunity it offers to analyse both trade and non-trade 
policy mechanisms relevant to sustainable development, in the same forum. Such non-trade mechanisms include 
investment flows, technology transfer, debt relief, and national and international development policies. Only 
when this broader perspective is taken will it be possible to agree an effective international framework within 
which all countries would have the capacity and opportunity to achieve genuine sustainable development. 


6.6 The IPTSD should have a broad, open-ended mandate to explore the trade, environment, and sustainable 
development interface. As some of its key priorities, the Panel should: 


— initiate a full impact assessment of the Uruguay Round Agreement on the environment and 
sustainable development, and develop recommendations for change in the event of negative impacts 
being identified; 


— explore, and make recommendations to the CSD and to the WTO Committee on Trade and 
Environment on, potential cross-sectoral mechanisms to integrate trade, environment, and sustainable 
development objectives; 


— pursue the development of policy instruments to achieve commodity prices which reflect the true 
environmental and social cost of their production; 


— develop recommendations on meeting the needs of developing countries for technical and financial 
assistance in the design, utilisation, and response to trade measures and technical regulations; 


— research, and make proposals on the criteria under which unilateral trade measures may be taken, 
including a development of the concept of “green tariffication’, whereby if tariffs are deployed to 
protect industries meeting higher environmental standards, the revenue generated could be repatriated 
to developing countries in the form of an environment fund, administered by a multilateral body, for 
investment in appropriate technologies. 


7. SUMMARY OF RECOMMENDATIONS 


In Oxfam’s view, there is an unassailable case for using trade measures as part of a wider strategy for 
achieving sustainable development objectives. The framework should be development not by trade ministers in 
the WTO alone, but by a wider forum such as an Intergovernmental Panel for Trade and Sustainable 
Development, which would consider both trade and non-trade mechanisms relevant to sustainable development 
alike. 


The terms of reference of the WTO’s Committee on Trade and Environment should be extended to encompass 
the broader concept of Sustainable Development, and all WTO processes, including the Dispute Settlement 
Procedure, should be opened up to offer greater public access to information. 


Informed by the results of research and analysis into appropriate implementation mechanisms by the IPTSD 
where appropriate, the Uruguay Round Agreements should be amended in such a way as to: 
— permit trade measures as set out in MEAs; 


— enable countries to impose import levies and consumption taxes in the interests of sustainable 
development, and under certain circumstances, to discriminate between like products on the grounds 
of Processing and Production Methods (PPMs). Revenue generated by tariffs deployed to protect 
industries meeting higher environmental standards should be pooled in an environment fund, 
administered by a multilateral body, for investment in clean technologies in developing countries; 


— recognise established minimum environmental standards. Obligations on developing countries to 
comply with higher standards should be linked to the provision of financial support, including debt 
relief, and be subject to longer transitional periods than for industrial countries. 

Caroline Le Quesne 


Policy Department 
January 1996 





' This section draws on analysis by WWF International. See “Intergovernmental Panel on Trade and Sustainable Development”, in 
Making UNCED Work, Gland, Switzerland, October 1994. 
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Examination of witnesses 


Mr Cuarces ARDEN-CLARKE, Senior Policy Analyst, World Wide Fund for Nature International; Ms CAROLINE 


LEQuESNE, Oxfam Policy Department; were examined. 


Chairman 


56. Can I begin by welcoming you both to the 
Committee. Could I ask you to identify yourselves, for 
the record? 

(Ms LeQuesne) 1 am Caroline LeQuesne, Policy 
Adviser at Oxfam. 

(Mr Arden-Clarke) Charles Arden-Clarke, I am 
Senior Policy Analyst at the World Wide Fund for 
Nature International, in Switzerland. 

Chairman: Thank you very much. Before we start 
on the questions, can I say to you that some of the 
questions will be directed at one or other of you; if 
you agree then I hope you will not feel that you have 


to say anything, but if you disagree please chip in so 


that we can get any differences of view. 


Mr Thomason 


57. Thank you. Good morning. Do you take the 
view that environmental concerns and _ therefore 
_ environmental action follow as standards of living 
increase? 

(Mr Arden-Clarke) There is no _ automatic 
relationship between these two things. We are familiar 
with this discussion about Kuznet’s curve, which was 
projected by a couple of economists in the States, as 
explaining how once you get to a per capita income 
of about $5,000 per year environmental degradation 
ceases. There are a number of reasons why this 
relationship does not hold. Those empirical studies 
were based on only two environmental variables, 
sulphur dioxide and particulate materials in the 
atmosphere; they do not cover a lot of other things like 
carbon dioxide, for which the line is continuing to go 
straight on up as per capita income increases. What 
detailed examination shows is that where there is a 
downturn in pollution it is because of strong 
environmental policies that have been instituted. This 
is not automatic, there is no relationship that says, just 
because your income increases, automatically your 
environmental impulses improve, it has to be a 
conscious decision of the Government to do so. 


58. But it is fair to say, is it not, that political 
pressures on Governments increase once the finding of 
food ceases to be quite such a priority? 

(Mr Arden-Clarke) It is true that the environment 
is more prioritised once you do not have to worry 
about feeding yourself day to day. 


59. And, on that basis alone, it is arguable, is it 
not, that world trade improvements, which lead to 
greater prosperity universally, ought to lead to better 
environmental standards being imposed 
internationally? 

(Mr Arden-Clarke) Yes. The key word there is 
“universally” and I think one of our major concerns 
with what the results of tradé liberalisation are is who 
the winners and losers are, it is not the case that society 
as a whole necessarily gains from trade liberalisation, 


there are losers. For example, the people downstream 
of a factory that exports its products: the people who 
own the factory, the people who work in the factory, 
may benefit financially; the people who suffer the 
pollution downstream may lose. 


60. But greater environmental awareness in the 
recipient country of the goods from the poorer country 
may also seek to impose international standards, 
thereby leading to improvements; is that not a 
reasonable view to take? 

(Mr Arden-Clarke) That the exporting country can 
impose, by demanding? 


61. If western countries, using that term loosely 
for the moment, I mean developed countries, seek to 
impose greater international standards on _ the 
environment, by virtue of their own concerns, because 
environment is coming up their political agenda, does 
it not follow that there is an improvement in third 
world countries as the exporter of goods to those 
developed countries? 

(Mr Arden-Clarke) 


62. Is not the development of free trade itself, 
therefore, going to lead to improved environmental 
standards? 

(Mr Arden-Clarke) Yes, there can be such a 
positive linkage, and I think in the recommendations 
that we make on it we are trying to strengthen that 
demand side, positive linkage. You used the word 
“impose”; we are sensitive to the fact that the 
international community should work on as democratic 
a basis as possible and that, in trying to raise standards 
in developing countries, we have to take account of 
the limitations, financial and technological, that they 
face. Attempting just to impose them, through trade 
measures, will not necessarily do the job. 


Yes, there will be. 


63. Did I perceive, from your earlier response, that 
you do not necessarily see free trade as a “good thing” 
for environmental improvement, per se? 

(Mr Arden-Clarke) 1 think free trade would be a 
good thing for the environment if the price of traded 
goods reflects the environmental and resource cost of 
their production, transport, use and disposal; that is not 
the case we have now. The question is, how do we 
maximise the potential ecological efficiency benefits 
of free trade by internalising those costs. 

(Ms LeQuesne) Could I just underline as well the 
point that Charlie is making, about it not being an 
automatic link. If in the very process of pursuing a 
strategy of free trade and growth you are actually 
causing more environmental degradation, and the 
money that you are actually needing to spend to 
remedy that environmental degradation is greater than 
the revenue that you are making through the free trade 
then it clearly is not going to be a net benefit. And, in 
terms of the winners and losers, it is very interesting, 
we have had the great heralding of the Uruguay Round 
as everybody winning, as Peter Sutherland said, and 
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yet, on the basis of the World Trade Organisation’s 
own estimates and also figures from the World Bank 
and the OECD, sub-Saharan Africa is actually a net 
loser as a result of the Uruguay Round. And so I am 
very worried about any very simple equation that says 
free trade equals good, I think you always have to 
disaggregate, both between countries and, indeed, 
within countries, because there is a lot of research that 
would suggest that women are not, on the whole, 
winners from free trade in developing countries, 
because they are mostly in the informal economy, and 
if resources are diverted from the informal economy to 
the formal economy within a trade agreement then 
there is plenty of evidence to suggest that actually 
women can lose out from that. 


64. You are not arguing the reverse, are you, that 
free trade is therefore a bad thing? 

(Ms LeQuesne) No. 1am saying that, under certain 
conditions, certain amounts of trade can be a good 


thing; and the kinds of conditions that I would say: 


are precisely what my colleague has said, in terms of 
cost internalisation. 


65. So you are arguing for free trade, but free trade 
with strings, as it were; is that your position? 

(Ms LeQuesne) No. I would not call it free trade 
with strings, I would talk about trade under certain 
conditions, and in some cases if free trade means with 
absolutely no protection of your own domestic 
economy then it is more than free trade with strings, it 
is actually not free trade, it is trade between countries 
but on certain terms, on equally beneficial terms, 
between north and south. 


Chairman 


66. Can I just ask, you suggested that you wanted 
to see more democracy in the institutions like the 
World Trade Organisation; how would you organise 
that democratic system: countries’ votes, or votes 
weighted according to population? . 

(Mr Arden-Clarke) The situation we have at the 
moment is that, effectively, it is one country, one vote. 
The situation you have in terms of negotiations and in 
terms of the way the rules of the WTO are enforced is 
not democratic. There are, I believe, now, 125 
members of the WTO, there are only 86 permanent 
missions in Geneva; those who do not have permanent 
missions are simply not players. Many of the 86 
missions are so small that, for example, during the 
Uruguay Round the Bangladeshi mission had one 
representative following the negotiations and he was 
acting, or trying to act, for five other least developed 
countries who had no missions there. He told me 
himself, “All I did during the Uruguay Round was run 
from room to room and pick up the negotiating texts.” 
In terms of enforcement of WTO rules, you have the 
dispute settlement mechanism, which allows countries, 
if the dispute settlement mechanism finds in their 
favour, to withdraw trade concessions, it is a bilateral 
enforcement mechanism. If, for example, the US wins 
a ruling and decides to apply trade sanctions on 
Nicaragua, it is going to hurt; if Nicaragua wins a 
ruling against the US and tries to apply trade sanctions 


to the US, it is not going to hurt very much. There is 
an imbalance in the enforcement mechanism. 

(Ms LeQuesne) Can I add as well that there is a 
difference between what happens in the formal 
parameters of what is happening in the World Trade 
Organisation and what happens outside of that, and I 
think you need to look no further than the Blair House 
Accord to see how many southern countries are simply 
not represented in some of the discussions. The Blair 
House Accord, of course, was the agricultural 
agreement and, despite the fact that agriculture in the 
industrialised countries accounts for only about 5 per 
cent of their GNP, it was basically sewn up between 
the US and the EU, without any consultation at all with 
those poorer countries who are far more dependent for 
their livelihoods upon agriculture. And so it is not 
enough simply to look in the corridors of the WTO 
and say, one member, one vote, that looks fine, I think 
we need to look behind that and look at things like 
financial resources and financial mechanisms to enable 
some of the delegations, as Charlie has said, to be able 
to field a reasonable number of people there, so that 
democracy takes place in practice as well as in theory. 


67. The only trouble is, you are describing the 
problem, not the solution. Are you saying the solution 
is One country, one vote, and is that then fair that 
Luxembourg would get the same power as, Say, 
Bangladesh? 

(Ms LeQuesne) 1 am not quibbling with one 
member, one vote; what I am saying is that what you 
have to—— 


68. I understand that that is not what happens, but 
I am saying to you, what ought to happen? Ought it to 
be on the basis of each country having a vote, or ought 
it to be in some way weighted in favour of population, 
or weighted in favour of the amount of trade, or 
something like that? 

(Ms LeQuesne) I am not unhappy with one 
country, one vote, I am not saying that I am necessarily 
unhappy with that; what I am saying is that it is not 
enough to look at that and put the full stop there, I 
think you need to look at what actually happens in the 
negotiations that happen outside of what happens when 
people put their hand up to vote, the pressure that gets 
put on countries in that context. And that is why I was 
citing the Blair House Accord, as an example of that, 
and saying that one of the solutions, since you are 
asking for solutions, might be to make sure that there 
were enough resources so that developing countries 
can field a reasonable number of delegates at Geneva, 
so that they can have a significant impact on the 
negotiations, and are not, as Charlie says, running 
between one room and another. 


Mr Clifton-Brown 


69. Is it not a question of he who pays the piper 
plays the tune, and how are you going to persuade 
people in the richer western countries, such as our 
own, to accept a lower standard of living for the 
greater global environmental good? For example, we 
have the same argument on foreign aid, and look how 
difficult it has been to get countries such as ours to 
achieve the .7 per cent target. How do you think you 
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are going to persuade countries such as ours of the 

type of arguments that you have been putting forward? 
(Ms LeQuesne) Do you mean that specifically to 

the democracy argument or in terms of environment 

generally; sorry? 


70. In terms of environment and world trade? 

(Ms LeQuesne) | think that there is a broader 
question about whether or not we really have trust and 
faith in what our elected representatives are saying in 
different places. If you take what people were saying 
at the UNCED Conference, at the Rio Conference, 
seriously then there was a lot of talk about being part 
of one world, and so forth, and there was a lot of talk 
about resources needing to go from north to south, and 
there was some degree of, at least in theory, agreement 
about that. Certainly on aid, that is not happening, and 
what people say on aid is, “Well, actually trade helps 
them a lot more”; well, here is an opportunity for them 
actually to do that. How you generate the political will, 


what the leverage is, I am not sure, and if we had the- 


answer to that we would be a lot further down this 
road than we are at the moment. 


Mr Gerrard 


71. Can I just follow this point and go back one 
step to what you were saying about the disputes and 
negotiations. Effectively, what you are saying is that a 
nation that has got economic and political clout is 
much more likely to win in that position. Putting in 
more people into the organisation, is that a solution 
really, is that going to really change that balance? 

(Mr Arden-Clarke) It is specific people. In the 
negotiating teams in the Uruguay Round, the US team 
was often 300 people; the Sierra Leone’s team was 
often one. When there is a dispute the US fields 20 
lawyers, a developing country will be lucky if it fields 
one who really understands the system and how to get 
the best out of it. What you would be talking about 
there is perhaps some sort of legal aid for developing 
countries. There is a technical assistance programme 
already in the WTO; it is regarded within Geneva as a 
joke, I have heard that from people within the WTO 
as well as from other intergovernmental organisations. 
We should beef that up. 


72. But, ultimately, that still leaves you with, the 
example you quoted, of, say, the US and Nicaragua? 
(Mr Arden-Clarke) Yes. 


73. But if there is a dispute that is settled one way, 
that has an enormous impact; settled the other, the 
impact may be minimal? 

(Mr Arden-Clarke) Many, many times I have 
heard WTO officials say, “We’re good because we’re 
multilateral”, but at the end of the day they have a 
bilateral enforcement mechanism, which must play 
into the hands of the large trading powers. It is already 
weighted towards big trade, is the system. 


Mr Taylor 


J A Ha ot 
74. We are talking around first principles here. 
Just to follow on from one that you mentioned, and it 
is very relevant to WWF I would have thought, which 
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is that, in terms of trade development, whilst certain 
kinds of pollution may diminish as wealth increases 
others do not, and you mentioned CO,, global 
warming. In terms of overall economic development, 
the growth path that the WTO is based on, are you 
actually saying that you do not believe that that is 
sustainable in itself? 
(Mr Arden-Clarke) No; not at the present time. 


75. Just to follow on, therefore, from, if you like, 
the first principles discussion that we have been 
having, do you feel that the terms of reference of this 
Committee are sufficient, or are there areas that we 
have not included within the terms of reference that 
we should be looking at? 

(Mr Arden-Clarke) The major omission stems 
from the fact that they did not adequately look at the 
question of environment and sustainable development 
during the Uruguay Round. We have a trade 
liberalisation package that has been put together 
without adequate regard to these objectives and we 
need to assess it. That should be on the terms of 
reference for the Committee on Trade and 
Environment. There needs to be, essentially, an 
environment and sustainable development assessment 
of the Round, which will now have to be conducted 
concurrently with its implementation. 


76. But you believe that that is incorporable into 
the process, not necessarily of this Committee but of 
the world trade issue, if you like? 

(Mr Arden-Clarke) The World Trade Organisation 
has to take part in that, it does not have the 
competence, the technical competence, or the mandate 
to do a lot of the environment or sustainable 
development assessment, but it has to collaborate with 
it, given its trade expertise. I am sure it can be; 
otherwise, one could argue that the Committee on 
Trade and Environment is simply a fig leaf and, to 
some extent, insofar as what the Committee on Trade 
and Environment does not relate to Uruguay Round 
implementation, it could become an_ irrelevant 
sideshow. 


77. Just to ask a final question on these kind of 
general principles, reading through all the paperwork 
that you have both submitted, you are looking at the 
technical implementation, detailed changes, ways to 
alter what you see as problems within it; can I just 
clarify whether you actually think that the creation of 
WTO is basically a good thing, or whether ideally you 
would be starting from a different principle altogether? 

(Mr Arden-Clarke) { think, on balance, they did it 
too early; they have started to address some of these 
issues, there is a preambular reference to sustainable 
development, there are certain improvements in the 
dispute settlement mechanism, the question of 
sustainable development did come up in some areas. 
What concerns me about the WTO is that it is ten 
times more powerful than the GATT, it still has at the 
core of its legislature a set of rules that were written 
in 1947, before we had really discovered the 
environment, never mind sustainable development, and 
those principles have been very tightly adhered to by 
many countries in their negotiating position and in the 
interpretation of WTO’s rules. 
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Mr Gerrard 


78. In your submission, I think both Oxfam and 
World Wide Fund have referred to trade in 
commodities and that the terms of trade are not 
necessarily helpful to third world developing countries 
and have an adverse effect on prospects for sustainable 
development. I wonder perhaps if you would like to 
elaborate on that point, as to exactly why you think 
the terms of trade are so unfair? 

(Ms LeQuesne) | think, looking at some practical 
examples, you could take tariff escalation as one 
example that shows how the practice of developed 
countries putting a higher tariff the more the 
commodity is processed is actually leading developing 
countries to have to extract more of that commodity, 
and therefore cause more environmental degradation, 
because to achieve the same amount of revenue they 
have to extract that much more of the same 
commodity. If they were allowed to do the processing, 


or if there were, at least, not blocks to them doing. 


some of the processing themselves, they could move 
from some of the more damaging environmental 
practices to processing some of the commodities 
themselves and actually get more of a revenue from 
that. If you look at an analysis about where most of the 
pollution is caused, in terms of commodity extraction, 
production and processing, then most of it is in the 
earlier stages, which tends to be in the developing 
countries, and that is also where the least amount of 
the revenue comes. And so we have got poor countries 
stuck in a kind of treadmill of producing more 
commodities, with developed countries, on the one 
hand, asking them to diversify and, at the same time, 
blocking that through this practice of tariff escalation, 
which is not only meaning that poorer countries are 
not achieving the revenue they should do, through their 
natural resources, because it is actually underpricing 
those resources, but also that they cannot actually 
move towards any other kind of practice. I think that, 
in terms of the low prices for commodities, that was 
an issue that was never even on the Uruguay Round 
agenda. And, going back to where we started this 
discussion, in terms of whether or not the terms of 
trade were actually fair and equal and who benefits 
from this, I think it is very significant that some of the 
issues, that were more of interest to the north, like 
the TRIPs Agreement, the Intellectual Property Rights 
Agreement, and so forth, found their way onto the 
Uruguay Round agenda, things like commodity prices 
did not, and I think that is something that should be 
rectified. And, if I could answer Mr Matthew Taylor’s 
question, in terms of the kinds of issues that should be 
on, therefore, the terms of reference for the Committee 
on Trade and Environment, I would want to see more 
of those issues that were of more concern to 
developing countries, and, in particular, financial 
mechanisms to enable them to try to meet some of the 
higher costs of complying with northern standards. 


Mr Taylor 


79. When you say “financial mechanisms”, you 
mean transfer of funds back? 

(Ms LeQuesne) That is one example, in terms of 
the question we are looking at now, commodities, I 


think, but more attention could be paid to ICREAs, 
International Commodity Related Environmental 
Agreements, as a possibility, not the only tool, but it 
is certainly one that is worth looking at. UNCTAD has 
done some quite interesting work, an analysis, on the 
applicability of when these kinds of commodity 
agreements might be useful, and I think it is something 
that should be given more attention and more analysis 
and more research. 


Mr Gerrard 


80. Is there anything that the World Wide Fund 
would disagree with on that? 

(Mr Arden-Clarke) No. Tariff escalation; the way 
the WTO works, it tends to link things, something one 
party wants with something another party wants, and 
we have suggested, Oxfam and WWF actually 
suggested in a joint statement that they link this 
question of tariff escalation with a sensitive issue like 
the PPMs question, and say, “Okay, we’re going to 
knock down tariff escalation, we’re going to improve 
your market access and we are also going to try and 
look at the environmental effects of tariff escalation in 
developing countries.” There are other elements of the 
terms of trade which are unfair, northern subsidies, 
developed country subsidies for commodity 
production, like agriculture, obviously have a negative 
impact; the economic structure of the international 
private sector, you get vertical integration within 
transnational corporations, and often they base the 
processing part of their enterprises in the north, so they 
get the commodity out of the ground quickly in a 
developing country and they process it in the European 
Union. One example of this is tropical timber; there is 
a large lobby amongst particularly the Italian, French 
and Spanish timber industries to maintain the tariff 
escalation on tropical timber imports, and they 
operated throughout the Uruguay Round. I think the 
other thing is not so much deliberate but it is just the 
nature of the commodities business that many of these 
countries only have 5, 10 per cent of the market share 
of commodities; as such, they are price-takers, not 
price-makers, they take whatever price the market 
gives them and it leaves them little room to internalise 
costs. There is cut-throat competition between 
developing countries, which is destroying their 
environments, to supply all the markets. - 


81. Can we move on? You mentioned agriculture 
on a number of occasions, but obviously in developing 
countries there is a problem of securing food supply; 
do you think that there ought to be any reform of the 
World Trade Organisation rules, perhaps allowing 
some protectionism, in order to secure food supply in 
developing countries? 

(Mr Arden-Clarke) There already is an exemption 
in Article 11, it is Article 11.2(c), which is essentially 
a food security exemption, which is quite broad; 
during the Uruguay Round, some of the developed 
countries were trying to close that exemption down. I 
believe that exemption should be re-examined, in the 
light of our greater understanding of the need for 
long-term sustainability in the agriculture sector and 
the need to provide food security over the long term 
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for the smaller developing countries, many of whom 
seem to have few other income-earning opportunities 
for their population. 


82. Do you see any conflict between perhaps the 
needs of the people in some of those countries and 
the attitudes of their governments, or the way their 
governments might be pushed by WTO rules to 
operate? 

(Mr Arden-Clarke) Yes, there are national level 
conflicts, and a well-known one is about, you feed the 
urban population with cheap food because otherwise 
they riot and you do not want a riot in your capital, 
and subsistence farmers never get together to not. And 
there are those national level, political problems which 
obviously the WTO and its rules cannot be expected 
to deal with. 

(Ms LeQuesne) I think there are some salutary 
lessons as well that can be drawn from the Mexican 
example, under the NAFTA, where, although different 


from the WTO, some of the same principles are- 


applying. And, from Oxfam’s perspective, we have 
seen what has happened when Mexican markets have 
been flooded with cheap US maize, which is basically 
subsidised, and the irrigation subsidised, and so forth. 
And we are looking at a situation of maybe 2.4 million 
peasant farmers in Mexico basically being forced off 
their land because it is no longer efficient for them to 
try to produce maize under their conditions, they are 
on steep hillsides and smallholdings, and so forth. So 
they do not have the economies of scale that the US 
does but the subsidised maize that is entering into 
Mexico is absolutely undermining their livelihoods. 


Mr Taylor 


83. The WWF submission on agriculture, in 
particular, it may apply to you as well, is dated 1994 
and is talking about food surpluses, including in the 
EU. There is current evidence that that has changed, 
not so much because of a policy of restraint, which has 
not worked, but because of economic development in 
places like China, the Soviet Union, and so on, the 
transfer over to eating more meat, and so on. So, are 
those concerns likely to be relevant, or are we actually 
likely to go back into a food shortage situation? 

(Mr Arden-Clarke) We were actually discussing 
this on a tube train, coming here, and we know now, 
for example, that the EU, I believe, is taxing exports 
to keep grain in Europe to feed the livestock. I think 
what that shows is, in fact, whatever the effect of the 
Uruguay Round was on the situation it has been 
swamped by other factors, economic development, as 
you said, climatic, droughts, have impacted as weil, 
and I think, for many countries, we may not see a 
notable effect of the Uruguay Round, one way or 
another. There are other countries though, 
middle-income, developing countries, who in the 
Uruguay Round had to give up a lot of import controls 
to get relatively small subsidy reductions, in the north, 
and possibly now or in the future they may have more 
of a problem with food dumping than they have had 
in the past. We are trying’to look at that in a phase 2 
study we are doing, which is focusing on the 
Philippines and Mexico. There are many factors 


involved. Our preliminary studies have shown that 
structural adjustment programmes have had an effect 
in the Philippines; in Mexico, NAFTA. had an 
overriding effect, the effect that Caroline has just 
talked about. It is going to be difficult to tease them 
out. Our concern relating to the WTO is this imbalance 
in the final negotiated agreement that Caroline referred 
to, that essentially it was a deal sorted out between the 
US and the EU, which everybody else signed on to. 


Mr Olner 


84. Just a quick one, before we move away from 
this. Can you give the Committee any thoughts about 
some of these poorer countries and the way they try to 
work within the WTO, and the pressure that is put 
on those poorer communities by the World Bank and 
various loans that are given. There seems to me to 
be a correlation between trade and environment, and 
nobody mentions money, but some of these countries 
have to work under that yoke? 

(Ms LeQuesne) I think that is a major omission. 
Again, coming back to Matthew Taylor’s question 
about what the terms of reference for the Committee 
on Trade and Environment should be looking at, it is 
a very difficult one to rectify, because it is a problem, 
I think, with the WTO itself, from when I was asked 
whether or not the WTO was in itself a good thing. 
And one of the reasons that I have perhaps more 
reservations than Charlie does about that is that I do 
think it is actually damaging to try and pull out trade 
as a single economic factor, in the absence of debt 
flows, in the absence of structural adjustment and 
some other forces that I think you are referring to that 
the World Bank and others are putting on these 
countries. And it is quite difficult to think this far 
down the line how to try and build those terms of 
reference back into the whole system, because I do 
think it is quite impractical to be trying to talk about 
trade flows in isolation from the other forces that are 
impacting on poor countries. And if there were a way 
of doing it the first step might indeed be the kind of 
impact assessment that Charlie referred to, looking at 
environment and sustainable development, looking at 
the impact of the Uruguay Round on both of those, 
and, hopefully, in such an impact assessment, it would 
soon become clear that actually trade forces are 
interrelating with all these other forces and that when 
you are trying to look at what appears to be a narrow 
trade problem it is actually very unhelpful not to see 
the wider, macro picture. And I think that is perhaps 
where we can learn something from UNCTAD as well, 
which tends to have that slightly wider perspective, 
and therefore can be a bit more creative about looking 
at solutions. 


Mr Elletson 


85. I think I ought to declare an interest, in that, I 
think as I have mentioned to you before, I do advise 
Rothmans International and BP International on 
aspects of their business in the Former Soviet Union. 
I wonder if I could ask about ICREAs, International 
Commodity Related Environmental Agreements, and 
ask you if you could basically tell us a little bit about 
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those, and also say what you think the probability is 
of these being set up in the future? 

(Ms LeQuesne) They are still at a fairly early stage 
of analysis and research and I think more analysis 
needs to be done, but what they are are basically 
voluntary agreements which would be entered into by 
commodity-exporting countries in order to try to look 
at ways of internalising some of the costs of 
commodity production, and there are various ways that 
that could be done. Some variants of the ICREA are 
standard-setting variants, that is that a group of 
countries who are exporting a certain commodity 
would agree to raise standards in a certain area, and 
clearly that would only be appropriate where the 
standards were fairly uniform across the particular 
commodity, and then, as a result of that, to try to raise 
the price accordingly. The other form is where 
developed countries would actually pay into a 
compensation fund, which would then be used to fund 
whatever each individual country exporter felt was the 
most appropriate way of raising standards in that 
country. Now, the point about this is, clearly, that you 
need a group of countries to do this in a multilateral 
way, otherwise, because it is such a deeply competitive 
area, an importing country will simply, obviously, go 
to the cheaper source, they are not going to bother 
about giving money to some kind of ICREA fund if 
they can get the same commodity cheaper somewhere 
else. So it does depend on those commodity-exporting 
countries coming together and making an agreement 
themselves and to cover as much, as wide as possible 
a number of countries as is feasible. 


86. They are always multilateral, are they, or is it 
possible to have a bilateral agreement as well? 

(Mr Arden-Clarke) There have been attempts to 
put them together. The Netherlands, in particular, has 
tried to set up such a scheme with individual tropical 
timber exporters, whereby they give them a premium 
for sustainably-produced timber, or perhaps a premium 
to invest in their management procedures so as to 
make it sustainable. And I think we should be 
innovative here, we should be looking at anything that 
works, bilateral, plurilateral, multilateral. 


87. Which particular sectors do you see as being 
the most likely ones where these might be established 
in the future? 

(Mr Arden-Clarke) UNCTAD has identified two 
potential areas at the moment, on the basis of a number 
of criteria, and they are suggesting that rubber and 
cocoa are the two where they might start. You want a 
relatively small group of producers, if you can find 
one, not lots of little ones; you also want a product 
which cannot be substituted as well, because if you 
start messing around with the price you can have 
substitution effects. And at the current state, and the 
last paper I saw on this was dated September last year, 
they are trying to work out how to move forward on 
rubber and cocoa. 

(Ms LeQuesne) UNCTAD is offering, I think, a 
very useful role, in terms of suggesting that they would 
be prepared to run some pilot projects, because all of 
these things are on paper and it is very difficult to 
know how they are actually going to work in practice, 
and I think what we do need are some empirical 


studies, some pilot studies, and then the results of that 
to be brought back. And, I think, relative to the 
possible benefits that could be gained out of this kind 
of initiative, at the moment, really very relatively few 
resources are going into the kind of analysis and in the 
kind of empirical studies that would be needed. 


88. Can you just briefly explain what the 
difference is between an ICREA and border tax 
adjustment? 

(Mr Arden-Clarke) Border tax adjustment, you do 
not repatriate the money; with border tax adjustment, 
the money stays in the importing country’s Treasury. 


Chairman 


89. On cocoa, what is the damage which is being 
done by the present trade in cocoa? 

(Mr Arden-Clarke) It is deforestation, but, in fact, 
since productivity in cocoa plantations in South East 
Asia has increased dramatically, over the last 20 years 
or so, what you are actually seeing now in cocoa is 
more abandonment of cocoa plantations in some of the 
traditional areas; so, while cocoa fits the bill in some 
ways, I am not sure at the moment that we can actually 
address the environmental questions through messing 
around with the price of cocoa. It is probably more 
important to discriminate on how you produce it, and 
there are suggestions that the small-scale, extensive 
production systems that you find in West Africa 
produce both better quality cocoa and _ less 
environmental damage; whereas, the cocoa plantations 
you find in places like Malaysia, they are high-yielding 
but they are chemical-intensive, and also, incidentally, 
I have heard that generally a lower quality cocoa. You 
might try and change the price of cocoa according to 
not just its quality as a product but its environmental 
effects, and this is where the processing and 
production methods issue comes in. 


90. But it is very much the methods of production, 
rather than the price, that you are saying is the key? 

(Mr Arden-Clarke) If the price jumped suddenly, 
you might get a lot more clearance of forest in West 
Africa, for example, where there is already a major 
deforestation problem. You may also see them shifting 
to the intensive production methods that have worked 
for Malaysia, in particular, and then you might get 
more damage; and, again, a pricing mechanism might 
help here. 


Mr Clifton-Brown 


91. How would you actually make _ these 
agreements work, because even if you pumped the 
money back into West African countries what actually 
happens initially is, exactly the trend towards the 
Malaysian cocoa production, they start to intensify and 
all the environmental problems come in thereby; so 
how are you going to actually make the agreement 
work, even if you have got an agreement in place? 

(Mr Arden-Clarke) You need to verify where the 
money goes: essentially, what you are saying. Is that 
your question; if you send this environmental premium 
back, where is it invested? That is crucial; you cannot 
just depend on goodwill here, these agreements have 
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to be genuinely multilateral, they have to have 
co-operation and transparency in them. There is a 
conditionality here, in terms of where the 
environmental premium is spent, but I think it can be 
done, and, especially if you link it to consumer 
demand for environmentally safe goods, by 
ecolabelling this you might actually increase the price 
of this cocoa on the market in developed countries. 
But the verification, the conditionality, ultimately, is 
important, you have to see where the investment goes. 


92. But if a parallel with aid is taken, a lot of aid 
is linked to various projects that are never actually 
properly carried out, would not the same thing apply 
with these types of agreement? 


(Mr Arden-Clarke) Potentially, you would need to 
have a system for verification. This is being worked 
out in one area. I do not know whether you are familiar 
with the Forest Stewardship Council scheme, which 
WWF, among other NGOs, is promoting; it is for more 
sustainably produced timber, and private sector 
companies, like SGS, Société Générale de 
Surveillance, who originally were shipping inspectors, 
are now monitoring the chain of custody of a log from 
the forest where it is taken out, all the way to a retailer, 
to make sure it is the same log, and then the premium 
is going back from the retailer all the way to the same 
forest, and the management of that forest is monitored. 
And this involves the private sector, there has got to 
be a lot of private sector involvement here too, but it 
seems to be workable and the scheme is more or less 
on the road. 


Mr Taylor 


93. You are arguing, and particularly Caroline, in 
your paper, for international environmental standards, 
yet, it is simply a fact, a lot of the developing countries 
are seeing that as a guise for western developed 
country protectionism, at worst, or, at best, that it will 
have that effect, albeit not deliberately. So, as 
effectively a development-oriented NGO, you appear 
to be arguing against those interests, of those 
developing countries. 


(Ms LeQuesne) | think the first thing to say is that 
the view from the developing countries certainly is not 
a unanimous one, there is as much diversity in their 
views as there is anywhere else, and I think their 
greatest concern is the role that the WTO would have 
in setting what might be those minimum standards. 
And I think this is another argument for setting up 
some other kind of body, which is another question 
which we will go into in more detail later on. But I do 
mention in my submission that we are in favour of 
some kind of intergovernmental panel on trade and 
sustainable development, who would be a much 
broader group of people than there would be in the 
WTO, which has a very narrow trade focus; these 
would be trade, environment, sustainable development 
experts, they would be able to draw in people with 
expertise and could actually try to set some of the 


standards in perhaps a more transparent and open and 
equitable way than many developing countries might 
fear would happen in the WTO. So I think the first 
question is the institutional question, where would 
these standards be set. I think the second thing is to 
say that we are certainly not talking about standards 
everywhere, we are saying that for some areas it might 
be appropriate to have some basic, minimum 
environmental standards, and, yes, on the one hand, 
that can look like an infringement of sovereignty. On 
the other hand, I think we would argue that there has 
to be a bottom line and that by engaging in trade, in 
international trade, in the first place, countries are in 
any case giving up some element of their sovereignty 
by that transaction, and that if you want to become 
part of that trading group, if you want to become part 
of that negotiation, then there are certain conditions, 
just as there are around, well, there should be around, 
labour standards as well. And so we do think there is 
a bottom line and that the opposite, that saying that 
your comparative advantage can depend on 
exploitation of your environment, or exploitation of 
your people, is actually unacceptable. 


Helen Jackson 


94. Both of your organisations have suggested 
strongly that part of this whole promotion should 
involve the transfer of resources from developed 
countries to underdeveloped countries. How far, in 
reality, do you think the goodwill of developed 
countries can be relied on in this? 


(Ms LeQuesne) I think, when the problem that 
they are addressing is one where there is a clear 
interest to be seen from the northern perspective then 
it is a lot easier to see some leverage, I am thinking 
of an environmental problem which has transboundary 
effects, so that the effects are either felt in the 
environment of the industrialised country or in its 
concern about the global commons. 


95. Could you give an example? 


(Ms LeQuesne) Well, like CO, emissions, for 
example; global warming is going to affect north and 
south alike and so if there are processing practices in 
a developing country which are leading’ to what one 
could call exceeding norms of CO, emissions then it 
is more likely to be able to find some leverage among 
the developed countries to do something about it, 
because they can see an immediate interest in it for 
them, global warming is going to affect them too. So 
what I am saying is that there are two levels, in a 
sense, of how you can get some leverage, and it is 
going to be a lot easier when there is a transboundary 
effect than when the environmental effects of a certain 
trade practice are felt wholly within the boundaries of 
another country. 


96. So do you feel it is particularly apposite where 
energy taxes are concerned that an element of them 
could be used to transfer resources to underdeveloped 
countries? 
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(Ms LeQuesne) Yes. | think that is a good 
example.’ 


97. How would you see that working? 

(Ms LeQuesne) I think it is going to come down 
to political will, in a sense, and that that is something 
that is always going to be difficult to generate. I am 
simply saying that when there is a transboundary effect 
it is going to be easier. People like Dan Esty have 
suggested actually having some kind of green fund 
which would be a tax, say, on international trade and 
investment transactions, and that might be a more 
practical way forward, rather than having to go cap in 
hand around to all the different countries, as we see on 
the aid budget and on the GEF, and so forth. If there 
were some automatic mechanism it could be, he has 
suggested that it would only need to be a hundredth of 
a per cent of the total transactions, and in a year that 
could give you ten to 20 billion dollars. And so the 
actual gains from that would be pretty substantial, and 
yet the effects felt would be relatively unpainful, 
except for currency speculation, which might be 
affected in some small way, but in fact there is no 
harm in that either. 


98. You mentioned this is what I am trying to 
probe the; reliability of the political will, the goodwill 
that would enable even one or two of these measures 
actually to get into place. Would you like to say which 
sort of measure that has been proposed you feel is the 
most feasible to win that goodwill, political will? 

(Mr Arden-Clarke) 1 think it depends on the 
sector, and in the:case of impact wholly within the 
exporting country, for instance, again, tropical timber; 
consumers in the north, many of them, have expressed 
concern about the plight of tropical forests, it links not 
just to their environmental well-being, because tropical 
forests have an important role to play in the carbon 
cycle, it also links to their genuine concern about the 
plight of tropical forests. Market surveys have shown 
that they are willing to pay more for timber which does 
less damage to those forests, and in that situation if 
governments were to listen to their consumers and help 
to institute schemes, a combination of ICREAs and 
ecolabelling, you could actually then, I believe, 
generate I do not know how much but some money 
straight from the consumer’s pocket to go south. The 
Montreal Protocol; the ozone layer. India is currently 
breaking the terms of the Montreal Protocol, it is 
overproducing CFCs. Their argument is that the 
multilateral fund in the Montreal Protocol, which I 
believe is $540 million a year, something like that, is 
inadequate to enable them to make the changeover to 
CFC substitutes. They could well be right. If we do 
not give them the money we are going to be the first 


' Note by witness: “If you had in mind transferring resources 
from a Northern energy tax, then I doubt if that would be 
workable. If you meant that if, as a result of energy taxes in 
some Northern countries, duties were placed at the border on 
imports of goods from the South which were not subject to 
similar taxes, then it would be appropriate to remit those duties 
back to the developing countries in question. So while it’s not 
apposite to transfer an element of the Northern energy tax itself 
it would be appropriate to transfer any duties which have been 
imposed at the border to counteract the anti-competitive effect of 
such taxes. 


people to feel the ultra violet heat, because it is people 
in far northern and far southern latitudes whose ozone 
layer is thinning the most, and we have white skins: 
self-interest. 


99. So you feel that the Montreal Protocol, in that 
instance, is an obstacle in developing this? 

(Mr Arden-Clarke) No, it is not an obstacle, it is 
probably the most sophisticated environmental 
agreement we have had, in that it has tried to 
incorporate technology transfer and financial transfer. 
All I am saying is that maybe the sums were not quite 
right; it needs to be re-examined, we need to find out 
why the Indians are breaching the terms of it, are they 
culpable or really do they feel very pushed by the lack 
of multilateral funding. In Geneva, certainly, I have 
heard a lot of complaint about the sums of money 
available through that multilateral fund. 


100. Are there any other obstacles that you feel 
stand in the way of positive initiatives? 

(Mr Arden-Clarke) Within the WTO, I think it is 
the inflexibility on certain principles, and particularly 
this question of discriminating between like products, 
on the basis of how they are produced or processed. 
And we know, if you look at what happened during 
the UNCED process, there was an acceptance that we 
need economic activity throughout the world to 
increase human welfare; the question is not whether 
we have economic activity or trade, it is what form it 
takes and what the side effects of it are. That means 
that the PPMs question is absolutely central to this 
debate. I think the rigid arplication of WTO rules on 
that question is putting a chilling factor on innovation 
throughout the international community in addressing 
these problems in an innovative and sensible fashion. 


101. What about direct assistance within the aid 
budgets towards environmentally clean industries, 
environmentally clean technology; do you think there 
is a role for specifying a proportion of overseas aid 
that should go for those purposes in particular? 

(Ms LeQuesne) I think that would need to be over 
and above the existing aid budget. I think that the aid 
budget should be going to the poorest countries, to the 
poorest people who are in most need. And, in the short 
term, that might not be the same kind of category that 
we are looking at in terms of a particularly polluting 
industry. It is also the case that there is a difference 
sometimes between the north and south in terms of 
what they decide is the most environmentally 
damaging process, or whatever; it might well be dirty 
water, in a very poor area, is far more damaging, 
environmentally and to the livelihoods of poor people, 
than the current emissions from a certain factory. So I 
think that it would be dangerous, in some senses, to 
use the existing aid budget for that kind of transfer of 
resources. I think that they are two separate things, 
they are both important but it would be very worrying, 
I think, if we actually saw a diversion of aid from the 
poorest people to something else, which although very 
important is probably at one remove, and, quite 
possibly, in terms of who controls the aid budget, 
likely to be directed at those kinds of processes that 
people in the north are most concerned about, which 
might not be the ones that they are most concerned 
about in the south. 
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102. If we take them separately then, do you think 
that there should be an assumption, within the aid 
budget, of environmentally sound standards? 

(Ms LeQuesne) Yes. 


103. For what uses? 

(Ms LeQuesne) I certainly think that the aid 
budget should be used in an environmentally sound 
way. If, by that, you mean, in a very narrow way, to 
mitigate particular pollution from a_ particular 
smoke-stack then no; if you are saying should aid 
promote sustainable development rather than 
undermine it then, clearly, yes. 


104. So, in a potential aid stream outside that 
mainstream aid budget, do you think there is potential 
for sort of almost partnership projects with the private 
sector to promote environmentally good technology in 
poorer countries? 

(Ms LeQuesne) 1 would hope so, and I would want 
to lobby them about it. 


105. Have you got any examples of that? 

(Ms LeQuesne) I have no examples of it and I am 
not sure how politically likely it is, in a sense, and it 
might be more likely to be looking at things like moves 
towards debt reduction and tying an amount of debt 
reduction around improvements to some of the 
environmentally damaging processes; that might be a 
more fruitful way, simply because debt reduction 
seems to be on more people’s agendas in the north 
who can do something about it than aid budgets do. 
We have seen in the last round of the aid budget that 
it is falling to the lowest levels ever, so I do not have 
much political hope in the likelihood of that coming 
off, whereas there may be some more fruitful channels, 
looking more broadly. 


Mr Clifton-Brown 


106. Can I ask you a general and then a specific 
question. The general question, do you think that if 
consumers’ habits were changed in the west this could 
have a significant impact on how environment is 
protected in the third world? For example, one is 
beginning to see in the shops here now little stickers 
on products made from wood, saying that this is 
derived from sustainable forestry. Do you think, by 
greater education of consumers in the west, this could 
play a significant role? 

(Mr Arden-Clarke) Yes, it certainly could; it 
would depend on verification though. We know a lot 
of those stickers are claims that are made by the 
producer of the goods alone, they have not been 
verified, there has not been any of the chain of custody 
investigation that I have talked about, and it is 
important that ecolabelling is reliable, otherwise you 
will not reliably get an environmental benefit. 

(Ms LeQuesne) 1 think it is also important to 
involve southern countries in the definition, and so 
forth, of those ecolabels, so that they are appropriate; 
many developing countries complain that they are 
bombarded by a whole range of different kinds of 
ecolabels, produced by different countries at different 
times, and so they are having to meet different 
standards for different markets, which is pretty 
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inefficient and difficult. And so I would like to see as 
much as possible that there should be some 
standardisation, where that is possible, and certainly 
more participation by developing countries in the 
actual design of those ecolabels too; but that is not to 
undermine anything Charlie has said. 


107. To go on with another question, from that 
answer, why has it taken the EU so long to agree 
ecolabelling standards, for something relatively simple 
like sustainable forestry? 

(Ms LeQuesne) I might pass that back to Charlie, 
actually. 

(Mr Arden-Clarke) A lot of industry opposition; 
that is my guess, on the basis of our experience in the 
ISO. For the last year now, we have been attending 
drafting sessions of the International Organisation on 
Standardisation, which is producing an international 
ecolabel standard, and it is heavily 
industry-dominated, they generally want a weak and 
ineffective standard, they want something that will 
give them a green label but without having to do very 
much about it. And I think what has happened in the 
EU is that there has been a fight going on between the 
environmental powers that be within the Commission 
and the Member States who want something that is 
meaningful, and industry which wants a marketing tool 
and nothing else. That is my guess. I must admit, I do 
not have experience of the EU situation, but it is just 
so naked, in the ISO; I was staggered, frankly. 


108. Thank you. Can I come on to a specific 
question and ask you about the Global Environmental 
Facility, administered by the UN and the World Bank, 
and the existing resource transfer provisions within the 
Montreal Protocol; do you think that this achieves its 
aims and is there scope for expanding rather than 
setting up an entirely new fund? 

(Mr Arden-Clarke) Is this just the GEF in relation 
to the Montreal Protocol? 


109... Yes? 

(Mr Arden-Clarke) 1 do not know enough about 
this, I have to be honest.. There were concerns about 
the GEF’s governance and some of those were sorted 
out in the pilot phase. I think, judging from the 
concerns of the NGO community, not all those have 
been addressed. There is still a concern that, of the 
three organisations, World Bank, UNEP and UNDP, 
the one that dominates the GEF and its governance is 
the World Bank. I think I have already said that there 
are some indications that the fund in the Montreal 
Protocol should at least be increased in terms of the 
amount of finance available; beyond that 





110. Do you have some figures for that? 

(Mr Arden-Clarke) No, I do not, and I do not 
know anybody who has. WWF is working on the issue 
of governance, the question of governance of the funds 
that relate to implementation of a lot of these 
agreements, but it is a complex legal and political 
question, and I am the wrong person to answer it. 


Mr Gerrard 


111. Both of you have mentioned the distinction 
between products and PPMs and the difficulties of 
approach based on PPMs at the moment and the 
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relationship with the GATT rules. In the Oxfam 
evidence, you suggested that it would be possible to 
conceive of a rules-based approach that would have 
some objective criteria for trade measures, and you 
listed a number of criteria there. How exhaustive a list 
is that, or is that meant to be some examples of things 
that could be used? 

(Ms LeQuesne) It is meant to be some examples, 
simply to get the issue back on the table and to say it 
is possible to address this, that one can put criteria on 
it, and we can start discussing which are the right 
criteria. But what I want to do is to put on the table 
the fact that this is an immensely important issue, 
perhaps one of the most important ones that we are 
discussing, that the discrepancy within the WTO and 
the GATT between not being able to discriminate 
between products and processing and production 
methods is, frankly, utterly illogical and very difficult 
to defend, and that we need to begin to start putting 
on paper what might be some of those criteria. Now, I 
am not saying that those are necessarily all the criteria, 
I am not saying that we need to get the best criteria at 
the very beginning, because I think that would take us 
into a very long process of trying to get exactly what 
is right. What I want to see is some recognition, just a 
basic recognition and acknowledgement that it should 
be possible, under certain conditions, which we can 
then define, to discriminate on the basis of process and 
production methods, because we have seen, as I 
showed in my evidence, I hope, some of the damage 
that is done by not being able to do that. Now, in terms 
of the criteria that you have got there in front of you, 
one of the most controversial bits within that, I think, 
is the issue of non-reversibility and I am not sure that 
I do agree with that, it was actually some of the criteria 
suggested by Paul Ekins in some research that he has 
done. I think you would have to be very careful about 
how you would define non-reversibility; arguably, 
everything ultimately, if you look in a wide enough 
number of years, could be reversible, so perhaps that 
will be something that we will want to take out. There 
is the issue of whether or not, in the first instance, it 
might be better to restrict PPMs to transboundary 
effects rather than to effects that are held purely within 
a foreign country, on the grounds that that might be 
easier to negotiate. I think, around some of the details 
of the criteria there is a lot of discussion that we can 
have, but I think the most important thing is to get it 
on the table, to say this is an absolutely critical issue 
and one where we believe that it is possible, through 
whatever discussions, to come up with some criteria, 
rather than doing what a lot of commentators are 
doing, which is basically saying it is not even an issue 
that we can touch, it is too complicated. 


112. But a rules-based approach implies that you 
are going to get some changes within GATT, does it 
not, so are you suggesting that perhaps it should be 
approached, if need be, incrementally, that we start 
with something fairly simple? 

(Ms LeQuesne) Yes. 

(Mr Arden-Clarke) 1 do. 1 think the paper from 
Paul Ekins that Caroline refers to in her document is a 
very useful idea, he has thought about it carefully, he 
deals with both the problem of competitive 


disadvantage and, in his conditions that he sets, he 
deals with concerns about protectionist abuse; you 
have to show that there is a real competitive 
disadvantage, you have to show that there is a real 
price differential. And I think he also says, as Caroline 
reflects here, that it deals with two problems, it deals 
with the problems of having to calculate the full cost, 
you have to look at the full internalisation costs, you 
are just looking at what the difference in cost of the 
production method is, and it also gives an opportunity 
to remove the drag that this competitiveness question 
has on environmental policy-making. Plus, he is 
suggesting a fund which allows for repatriation of the 
monies, so you can get the finance back to where the 
environmental problem is. Now, it is the inflexibility 
of WTO rules would make this difficult at the present 
time, but if you put those very reasonable criteria on 
the table you can start to get it moving; ultimately, 
though, WTO will have to change its rules on that 
issue. 


113. If there were a change of rules, let us say that 
one of these criteria were included, say, the evidence 
of significant damage, I take the point you made about 
possibly leaving out the non-reversible, but significant 
physical environmental damage, if there were a 
dispute, who would be the referee, if you like; is there 
a danger that we would end up back with the problem 
that you discussed earlier, with the more powerful 
countries, economically and politically, again deciding 
who wins and who loses in any dispute? 

(Ms LeQuesne) 1 think this is an example of where 
it would not be adequate to leave it to the World Trade 
Organisation on its own, because it would be open to 
so much fear from the developing countries that the 


‘decisions they were making on what was serious 


physical damage was protectionism in disguise. So I 
would argue that that was yet another reason for some 
other kind of body, be it an intergovernmental panel, 
or whatever, who might be able to negotiate some of 
these issues. Just like in a parallel discussion on 
labour standards, when we are arguing for labour 
standards in the WTO we are suggesting the ILO takes 
a lead role in that. Unfortunately, on environmental 
issues, we have not got anything equivalent to the ILO, 
but I think that is what we are trying to get close to in 
some kinds of discussions around alternative fora. 
One way around the problem that you suggest might 
be to try and do it on an industry-by-industry basis, 
rather than trying to solve all the environmental 
problems all at once, and so that you could have a 
group of those countries that are most concerned with 
that issue and some of the industrialists actually within 
themselves making some kind of grouping that could 
make some decisions on it. I think we need to think 
quite creatively about it; it is not going to be easy, but 
I would not want the worry about how that is going 
to be done to be yet another block to getting it on 
the table. 


Mr Olner 


114. Following on from that, and I do not disagree 
that you should look at it industry by industry, but 
which do you think would be the industry that should 
be looked at first? 
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(Mr Arden-Clarke) The GATT Report on Trade 
and Environment, which was published in 1992, 
actually mentioned industries where there is a potential 
competitiveness effect, and it listed, there were a lot 
of the heavy metals, zinc, copper, lead, essentially, the 
processing of those metals; the petrochemical industry 
is another one where costs are high. 


115. So you are basically talking about 


commodities instead of products? 


(Mr Arden-Clarke) What they were talking about 
was the processing of commodities there, they were 
not talking so much about manufacturing industries, 
but clearly there are some manufacturing industries 
which produce toxic waste and the costs of safe 
disposal of that are very high. At the moment a lot of 
people are ducking those costs, but those 
manufacturing in industries which produce high 
volumes of toxic waste, if they are environmentally 
friendly, will have much higher costs. I understand 
that the German chemical industry has calculated that, 
on average, its environmental protection costs are 20 
per cent of its production costs. 


116. Can J ask what you think is the best way of 
making PPM-based trade restrictions compatible with 
the WTO rules? 


(Mr Arden-Clarke) Reinterpreting the WTO rules. 


117. Reinterpreting or rewriting them? 


(Mr Arden-Clarke) Rewriting. I say reinterpreting 
because some people have said that is an easier route 
to take. That brings up the point that when you look 
through the rulings of previous dispute panels they 
quite often overturn rulings they have made in earlier 
ones, and one of the encouraging things I have seen is 
that the WTO rulings are evolving and, for example, 
between the two Tuna Panel cases, Tuna Panel One, 
Tuna Panel Two, and the one on US automobile taxes, 
known as CAFE, they got much more sophisticated in 
the treatment of the issue and less rigid. I am not sure 
what the latest Venezuela/US oil dispute shows, but 
panellists do seem to have quite a lot of leeway in 
how they interpret things and they can use what other 
panellists have used and hold it up as saying, “This is 
what was said before; we like it”, at other times they 
just ignore and give a different kind of ruling. So there 
is flexibility there; that may be easier. 


Chairman 


118. Just tell us about the Venezuela oil tax; is 
that a trade restriction or is it on sound environmental 
grounds? 


(Mr Arden-Clarke) 1 do not know much about it; 
it is about reformulated gasoline, they have 
requirements on the content of certain pollutants in 
gasoline, and the finding went against the US on the 
basis of the baselines they used. They could calculate 
baselines for US refineries because they had the data, 
they could not calculate baselines for foreign refineries 
because they did not have the data, and that means that 
in many cases the baselines used are more demanding 
for the foreign producers, even when they produce 


exactly the same oil, and it is going to take some 
close examination. 


Mr Olner 


119. Perhaps a specific question to Oxfam. Do 
you think individual countries are justified in taking 
unilateral action to tackle pressing environmental 
problems, such as global warming? 

(Ms LeQuesne) Yes, I do. Having said that, I 
think it is clear that taking a multilateral approach, 
where that is possible, is usually going to be much 
more preferable and usually more effective; however, 
I would not want to rule out unilateral action, not least 
because getting agreement on multilateral action can 
take so long, for example, with the Tuna-Dolphin 
Panel discussion, we have just been saying, the US had 
apparently been trying to reach some kind of 
agreement on fishing techniques which harm dolphins 
less since 1972, but they clearly have not got very far 
with that. So I do think that under certain 
circumstances unilateral action is justified. I think we 
would need to meet a whole set of criteria to do with 
transparency and to try to make it as clear as possible 
that these measures are not protectionist. 


120. Can I just ask what form that unilateral action 
might take? 

(Ms LeQuesne) I think it could take the whole 
range of forms, from an outright ban, at one end, 
through to other kinds of sanctions. I do not see it 
particularly being specific to the form of the sanction 
that is taken, I see more in terms of the process, so 
that there is due notice given that some kind of 
unilateral action might be taken and that there is 12 
months, or whatever, so that the country in question 
can try and do something about it, that other ways are 
explored first, in terms of possibly looking again, if it 
is something that could be worked on bilaterally 
between those two countries, again, maybe through 
some kind of technology transfer, or whatever. I think 
there are other areas that are much more desirable than 
ultimately taking unilateral action. But I do think you 
need that there as a bottom line, at the end of the day, 
in order to be able to pursue your own environmental 
objectives. 


Mr Taylor 


121. Just on that, I was quite surprised that you are 
quite so keen on unilateral action, for two reasons 
(Ms LeQuesne) (I have decided ?) quite a bit. 


122. Exactly; that was what I was going to say. 
You spend, as an organisation, quite a lot of time 
arguing against barriers to trade which apply against 
developing countries, the multifibre agreement, for 
example; are not the developing countries actually 
quite wise to be pretty suspicious about that. That is, 
essentially, one of the reasons why they are prepared 
to take part in WTO, ultimately they see their interests 
as better served by an opening up of trade, do they not? 

(Ms LeQuesne) It is an incredibly sensitive issue, 
and I would not want you to go away with the feeling 
that Oxfam is extremely gung-ho about unilateral 
action. I have tried to say that, at the end of the day, 
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after exploring a whole load of other avenues, it might 
be one where ultimately you are driven to do that. In 
terms of how that reflects with the rest of Oxfam’s 
policy; in fact, in terms of things like the MFA, our 
line has been fairly nuanced, and what we are looking 
at now, indeed, is the fact that when the barriers are 
removed, in this ten-year phase-out, it looks like, in 
fact, countries like Bangladesh were going to suffer, in 
the short term, at least, because under a completely 
free market they are more likely to be swallowed up 
by countries like China and India, who are much more 
efficient than they were before. And so, ironically, 
although I am not arguing now to put the MFA back, 
I am saying that all of these things are much more 
complex and it is never as easy as to say, well, I am 
for or against free trade, it is much more nuanced than 
that. Coming back to how this unilateral action might 
be taken, I would refer back again to this proposal we 
have spoken about before, of Paul Ekins’, where in 
order to be able to counteract competitiveness 
concerns it could be legitimate, under certain 
conditions, for an industry to be able to prove that it 
is suffering competitive disadvantage, because of its 
domestic environmental legislation, and, therefore, in 
the short term, to be able to actually have some—I am 
sorry, I am losing this now. 


123. I will follow up with a question, which might 
help there, which is that you are not actually talking 
about unilateral action, in the sense that we would 
understand it, what you are talking about is a system 
of environmental agreements which would not 
necessarily go to WTO to resolve. It might be that an 
individual country will take action, but in the context 
of a multinational environmental agreement, because 
that is the only way in which your conditions could 
work. There has to be agreement on what the 
circumstances are that could apply? 

(Mr Arden-Clarke) 1 think unilateral action is the 
last resort, and there are a number of criteria on what 
you judge what unilateral action is necessary; one of 
them is how hard you have tried to resolve the issue 
multilaterally and how hard you have tried to get to 
the bottom of what is the problem, is the problem just 
irresponsibility, environmental irresponsibility, or is it 
lack of funds in a country which desperately needs the 
income. And I think, in terms of what unilateral action 
you would suggest, it would have to depend on the 
severity of the problem, the size of the environmental 
impact, the degree to which it was irreversible, is just 
one of the criteria perhaps. And—I have lost it. 

(Ms LeQuesne) But I have just found it again, 
sorry; I have found mine. What I was trying to say 
about that was that if you have got a domestic industry 
that can prove competitive disadvantage, because it is 
having to comply with some domestic legislation, and 
is therefore likely to have competitive problems from 
cheaper imports, then one example of taking some 
unilateral action might be to impose a countervailing 
duty on that import for a time-limited period, in order 
to enable you to adjust your production method so that 
you can actually deal with that competition. That is 
one example of where I feel that it would be legitimate 
to do that. 


124. Okay; in that case, why do you think the UK 
has shown so little interest in border tax adjustment, 
because (a) that would seem to satisfy that criterion, it 
seems to be advantageous to the UK; and, (b), if you 
are recycling taxes back out you can have wider, 
multinational, environmental advantages, yet the UK 
Government has resisted it? 

(Ms LeQuesne) Perhaps you could tell us. 


125. No. 

(Mr Arden-Clarke) 1 am not sure; it may relate 
to—the UK Government has had quite a lot of 
problem, even with the EU carbon tax, on the basis of 
the fact that they were implementing VAT on fuel, 
they declined, and have been holding up 
implementation of an EU-wide carbon tax. I must say, 
the UK Government does not seem very generally to 
support the idea of dealing with competitiveness 
concems regarding environmental costs. I have not 
been fully able to get to the bottom of this either. I 
did, at one time, feel that it was because they were 
trying to take advantage of the competitive advantage 
they get from having lower standards in some areas. I 
hope they will support the sectoral studies that are now 
going on in the OECD, which are trying to get to the 
bottom of this. I would also hope that in the future 
they will try and contribute more positively to what 
the EU is doing on carbon tax. The fact that we have 
been trying to implement an EU-wide carbon tax since 
1992, it has been held up by industry concerns, we 
know it has been held up by the UK and I would like 
(o——— - 

Chairman: I think we probably need to move on, 
because we have got a certain limit on our time, and 
probably these are questions we shall be putting 
directly to Ministers. 


Mr Elletson 


126. Can I ask you what would be the effect on 
trade if transport costs were incorporated into product 
prices, bearing in mind the large amounts of energy 
that are involved in international trade transport? 

(Mr Arden-Clarke) It would reduce the 
international flow of goods; it would change 
competitive relationships. For example, if you are 
air-transporting mangetout from Kenya, that may 
suddenly become uncompetitive compared to 
mangetout from Spain. If you put an excise duty on 
gasoline, on kerosene, I think it needs to be done; 
again, it is one of the areas, it is the area where the 
OECD and many other organisations have accepted the 
most direct environmental impact of trade is, is from 
the transport costs, in terms of the fuel use, in terms 
of transport, in terms of the modes of transport, and 
that needs to be costed in, if we are going to have 
sustainable trade, but it will change the shape of trade. 


127. But you run up against the WTO rules again; 
how can you reflect transport costs in promt prices 
without infringing WTO rules? 

(Mr Arden-Clarke) We are going to have to 
change WTO rules; we have said that. 

(Ms LeQuesne) That is absolutely key, it is a key 
thing. I do not see how we can talk about international 
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trade ever being put on a sustainable footing unless 
that is done, it seems to be pretty much a bottom line. 


Mr Taylor 


128. At our previous session, the witnesses argued 
that they knew of no evidence of companies 
transferring to areas with lower environmental 
standards for production. In the Oxfam submission 
you refer to Mexico as a clear example. Can you 
elaborate? Are there any other examples and why are 
those on, if you like, the other side of the argument so 
firm in arguing there are no cases? 

(Ms LeQuesne) 1am not sure why they are arguing 
that. I think that, unequivocally, there are cases, the 
Mexican example is a very clear one. I have got a 
quote here from the German chemical giant Bayer, 
who were quoted in the FT as saying: “The main 
disadvantage we have had to face in Europe are higher 
labour costs and expensive social security systems 
coupled with widespread regulation of environmental 
affairs by the state”, and that is why they have gone 
and moved into Shanghai. It is happening, there is 
evidence that it is happening. I think, possibly, in 
some cases, the amount to which it is happening has 
been overstated, which might be why other people, 
from the Government, or wherever, have said that it is 
not happening at all. I think that is going to the other 
extreme. I think (a) it is happening; I think (b) the 
threat of it happening is also a very potent issue within 
trade negotiations, that you do not actually have to 
transfer your industry to Shanghai, you can just 
threaten to do so, and then that might also have a 
negative impact on the standards which a government 
is prepared to adopt, in terms of actually keeping 
investment in its country, rather than having the 
company go to Asia or elsewhere. I think a third point 
is that, although it might not be happening to a huge 
degree now, all the signs are that as environmental 
costs become a high proportion of total operating costs 
it is more likely to happen in the future, and indeed 
some surveys of US companies have suggested that 
they see the percentage of their own revenue that they 
are having to spend on environmental costs doubling 
between now and the year 2000. So I think it is 
happening, Mexico is a good example, but it is also 
happening in Asia and it is more likely to happen in 
the future too. 

(Mr Arden-Clarke) It has happened in the EU too. 
When the Dutch Government began to lose patience 
with the EU carbon tax process in 1992 they began to 
talk about implementing their own national level 
carbon tax, and they were very promptly visited by 
some of the large corporations, including people like 
Shell, who said, “If you put a carbon tax on, just in The 
Netherlands, our next tranche of foreign investment is 
not going to be into The Netherlands.” 


129. Were they telling the truth; is the financial 
impact likely to be that significant, in reality? 

(Mr Arden-Clarke) 1 do not know whether they are 
telling the truth. 


130. Making the argument is very different from 
actually doing it, is it not? 


(Mr Arden-Clarke) The Dutch people were 
convinced. 
Helen Jackson 
131. Would you like to see the creation of a new, 


multilateral environmental institution to balance the 
WTO, or do you think it would be preferable to 
broaden the scope of the WTO to incorporate more 
sustainable development objectives, or both? 

(Mr Arden-Clarke) Neither. Certainly not the 
WTO. The WTO does not have competence, it is a 
trade organisation, it always will be a _ trade 
organisation, it cannot change its spots, I would not 
want it to do so. While I would dearly love for there 
to be a global environmental organisation, I think it is 
going to take 30 years to create even the vestiges of 
one and another 20 years to make it effective. I think 
what we should be trying to do is build on the existing 
multilateral institutions. Now, I know the UK 
Government has been supporting more funds for 
UNEP in the last couple of years and that is certainly 
part of the equation, UNEP. I think some of the other 
UN organisations, including UNCTAD, are playing an 
important role. If I could imagine any multilateral 
institution it might be some combination of those, but 
with more involvement of civil society in its 
decision-making process, far more accountability than 
we see in the WTO and the closed door policies of 
the WTO, are just one of the factors which instantly 
disqualify it from that role. 


132. Does Oxfam feel the same, because I got the 
impression from your evidence that Oxfam were in 
favour of attempting to sort of broaden the WTO’s 
brief to encompass the broader concept of sustainable 
development? 

(Ms LeQuesne) I do think there is scope for the 
WTO to be broadened; however, I suspect that still 
would not be enough and I do think there is a need for 
some other forum where trade and environment can be 
discussed on more equal footings, with equal experts 
on environment as on trade, and, again, with the kind 
of involvement of civil society that Charlie has 
outlined. Now, whether or not you do that through 
beefing up existing environmental organisations, or 
whether that takes us on to the discussion about some 
kind of intergovernmental panel, I am not sure. I think 
that at this point in time we need to be fairly 
pragmatic. I would love there to be a global 
environmental organisation of equal weight to the 
GATT, but I do not see a chance in the next 50 years 
of achieving that. I think an intergovernmental panel 
could be something that was quite flexible, it would 
not have a huge bureaucracy to set it up, you could 
bring together people from many of the different UN 
organisations and elsewhere who have expertise in the 
fields of trade and environment and _ sustainable 
development and try to begin to do some real analysis 
and policy formulation on some of the interfaces 
between those areas. I think it is interesting that the 
Commission for Sustainable Development has itself 
pointed out explicitly that the expertise in this area and 
the competence in this area does not rest in any one 
existing organisation, it is actually spread around the 
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UN system and through the WTO and elsewhere. And 
what we need is some kind of forum where people 
from all those backgrounds can come together and 
begin to debate some of these interfaces, because it is 
quite clear that they do not belong to the competence 
of just one discipline, that the very point about it is 
that it is multi-disciplinary, and I think we need a 
forum that actually reflects that so we can get the full 
picture and make some sensible decisions. 


133. And are you both actually agreeing with the 
Department of the Environment that United Nations, 
that UNEP is probably the best organisation to be the 
umbrella organisation for such a forum to get under 
way? 

(Mr Arden-Clarke) I think it is at the core of any 
multilateral counterweight to the WTO. Given the 
WTO, its rules and its current practices, we do need a 
counterweight now. The WTO cannot be competent 
on environment, it must be sensitive to it, it needs 
multilateral bodies that can feed in advice on that, and 
that is what we have to achieve. UNEP will be there, 
as I said, UNCTAD, other parts of the UN system, but, 
as you know, UNEP does have something of a funding 
crisis at the moment and that is not helping the 
situation. 


Mr Thomason 


134. Can I just take the previous answer a fraction 
further. Am I to take it that Oxfam envisages the panel 
as developing enforcement powers in due course, as 
it gathers momentum, or do you never see it having 
enforcement powers? 

(Ms LeQuesne) I would love it to have 
enforcement powers, but what I think is more 
important at this stage would be to be pragmatic about 
it; if you are going to call something an 
intergovernmental panel and then suddenly suggest it 
is going to have enforcement powers over the WTO, 
it is probably a death knell for ever getting the panel 
off the ground. And I think the need is greater to 
have some kind of forum where the inter-disciplinary 
analysis can take place, and what I would hope is that 
it could perhaps achieve a kind of moral status, if you 
like, and a status whereby people care about what it is 
saying and would care about completely contravening 
something it is recommending. I am thinking of things 
like Agenda 21, which is, it has not got to that point 
yet and yet people like to show them what they are 
doing is in agreement with Agenda 21. I want it to 
have a moral weight, and I think that is more practical. 
Ultimately, I would love it to have enforcement 
powers; however, I do not think you are going to get 
that out of an intergovernmental panel. 


135. And you see this as a new organisation rather 
than an evolvement of other organisations which exist 
today, like UNCTAD? 

(Ms LeQuesne) 1 do not think an organisation, an 
organisation sounds like a huge set-up cost, I am 
thinking of something more flexible than that, I am 
thinking of building 


136. But still not built out of existing 
organisations; new, rather than an evolvement? 
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(Ms LeQuesne) A new forum, based on people 
coming from existing fora and bringing with them the 
expertise that they have developed in those fora. 


137. Am I night in thinking that WWF is actually 
trying to organise something like this and you have got 
some Norwegian money for it? 

(Mr Arden-Clarke) This is true. We have been 
supporters of the idea of an intergovernmental panel 
for a long time and I did not include it in my evidence 
but we have two submissions on it. We think an 
intergovernmental panel is a good idea. Whilst it is 
not going to transmogrify instantly into an 
enforcement body, it might be the pre-negotiation for 
the sort of multilateral environmental body, 
multilateral sustainable development body we have 
been talking about, or it might be just a resource for 
the Commission on Sustainable Development to help 
them do their job, because they are also 
underresourced. We spoke to a lot of countries about 
this idea, quite a lot of them liked the concept of an 
intergovernmental panel; one of the answers we got 
was if it was an intergovernmental panel everybody 
would want to be in it, you would have 130 people 
round the table, it would be unwieldy, even if you got 
agreement on it, it would move slowly. We decided 
that, as even the supporters of it were giving us this 
message, we need a smaller panel, we need an expert 
panel, we have been raising money from governments 
for this, we have received money from five 
governments, we have a commitment from the 
European Commission too, we have three-quarters of 
the money we need to run an expert panel of 12 to 18 
people for one year. The UK declined to contribute. 


Chairman 


138. How much did you want from the UK? 
(Mr Arden-Clarke) We wanted $30,000 or 
$40,000; not much. 


Mr Olner 


139. I know we touched on it briefly before, about 
dispute settlements; how exactly do you think the “rule 
of law” should be extended within the framework of 
the WTO, and what further concessions should be 
offered to the developing countries, that. you touched 
on earlier? 

(Mr Arden-Clarke) You may be familiar, in one of 
the documents that we submitted as an Attachment was 
an analysis of the dispute settlement mechanism, and 
in that document the authors acknowledged that there 
were already some improvements in the dispute 
settlement mechanism in the WTO compared to the 
one they had in the GATT. There is now greater 
provision for taking expert advice on issues outside the 
competence of the WTO, such as environment; that is 
good. We think, in addition to that, that needs to be 
strengthened, there needs to be a greater ability to take 
advice, to take opinions from civil society, so there 
needs to be some right of intervention for non-state 
actors; for non-state actors to make _ sensible 
interventions, they need more access to information 
about what is going on in the dispute, so more of the 
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documents relating to the dispute have to be released. 
The authors also suggested a council to the dispute 
panel who would, essentially, act as a focal point for 
these submissions and then feed them through to the 
panel. 


140. You mentioned earlier about the US probably 
being able to afford 50 lawyers on a certain matter and 
some of the other, poorer countries not being able to 
get a case together; it was that sort of angle I was 
asking the question about, how do you try and equalise 
the differences? 

(Mr Arden-Clarke) That is where you need some 
kind of system of legal aid to developing countries, on 
this, and, in fact, there has already been one case where 
a citizen of a developing country, who also works for 
an NGO, has already served in a developing country 
delegation in the Committee on Trade and 
Environment; they are a trained environmental lawyer, 
they were enabling this country, Sierra Leone, to have 
a presence at the WTO that could understand what was 
going on. 


141. But, talking about settling these disputes 
legally, do you think it is better to go the legal route 
or by negotiated agreement? 

(Mr Arden-Clarke) You might be better off 
avoiding a dispute altogether and using mediation or 
dispute avoidance techniques, and I think that was also 
a suggestion of the authors of that document, and I 
think that is a good idea and it is being suggested 
elsewhere as well. 


142. Is that a better route, you would prefer that 
route, sooner than the legal disputes route? 

(Mr Arden-Clarke) I think it is the first recourse, 
dispute settlement is probably the second one, it 
probably will not cover all cases. 


Mr Elletson 


143. Can I just ask you about the Intellectual 
Property Agreement of the WTO, the so-called TRIPs 
agreement, because I believe you have expressed some 
reservations about this and you see it as a threat to 
environmentally sustainable development in the 
developing world. Can you tell us why you are so 
worried about it? 

(Mr Arden-Clarke) We are concerned that the 
Intellectual Property Rights regime in the WTO does 
not recognise innovation in the traditional or informal 
sectors, and it requires 20 lawyers to file your patent; 
it is a system based largely around the US system. It 
does not give Intellectual Property Rights to people 
who have innovated in small-scale farming systems in 
developing countries. The issue here is, it is very 
fundamental, it is about sharing the benefits of 
innovation; for example, while a transnational 
corporation may take the rosy periwinkle from a 
tropical forest, and on that basis develop a cure for 
some kind of cancer and make a lot of money on it, at 
the moment the kind of Intellectual Property Rights 
systems that TRIPs support’do not allow for the local 


community that first identified the rosy periwinkle also 
to benefit from their contribution to the innovation. 
They did not innovate the cancer cure entirely 
themselves, but it was their knowledge, it was their 
use of the plant that led the company to that, and that 
must be rewarded. 


144, So what would you suggest could be done to 
protect their interests? 

(Mr Arden-Clarke) 1 think, one of the main things 
will be to help developing countries develop their own 
sui generis systems of Intellectual Property Rights and 
to ensure that TRIPs, which does recognise sui generis 
systems, gives them a similar status to the more formal 
northern systems. And, again, here, this is going to be 
a question of technical and legal assistance on 
developing those systems, and I know some NGOs are 
already trying to contribute to that, that is one thing 
the NGO community is trying to do. 

(Ms LeQuesne) I think, clarifying some of the 
ambiguity around it would be helpful as_ well. 
Although it is not an area that Oxfam has done any 
research on at the moment, our field officers in India 
are telling us that it is clearly an issue of great concern 
to farmers in India, who are worried that it will prevent 
them from keeping seed back to be able to plant the 
following year, and therefore having serious 
implications for their own food security. Now, it is - 
not clear to what extent that is actually grounded in 
reality, but it is clearly causing a great deal of concern, 
and so I think that is one area where ambiguity should 
be cleared up. And the other area, of course, is for 
some kind of study to be undertaken which would look 
at the degree to which the TRIPs is or is not in 
contravention with the biodiversity agreement, because 
the whole thrust of Intellectual Property Rights is 
about actually restricting diversity, whereas the 
biodiversity convention, formulated at almost the same 
time, presumably by a slightly different group of 


‘people but from the same countries, is actually about 


trying to maintain diversity and extend it. 

(Mr Arden-Clarke) If I may simply add, one of 
our motivations for producing the document that we 
did on the issue of the relationship between the TRIPs 
and the biodiversity convention is that we received an 
internal European Commission document, which was 
a memo. written in DG1 in 1993, which was a draft 
interpretation of the biodiversity convention which 
weakened its provisions on benefit-sharing in favour 
of the TRIPs agreement, so that, essentially, it did 
more to protect the interests of the private sector in the 
north than it did the local community in the south. 
And, of course, you are probably all aware of the fact 
that the US had reservations for a long time on the 
biodiversity convention and they centred around the 
question of benefit-sharing, technology transfer, 
Intellectual Property Rights. So there is an issue here, 
we feel, that needs to be addressed. 

Chairman: On that note, can I thank you very 
much for your evidence. I think both the written 
evidence and the oral evidence has provoked a lot of 
thought amongst the Committee. Thank you very 
much indeed. 
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Memorandum by the World Trade Organisation (WTE 14) 
TRADE AND ENVIRONMENT 
Statement by Richard Eglin, Director, Trade and Environment Division, WTO Secretariat' 


When Trade Ministers approved the results of the Uruguay Round negotiations in Marrakesh in April 1994, 
they also took a Decision to begin a comprehensive work programme on trade and environment in the World 
Trade Organisation (WTO). Their Decision ensured that the subject of trade and environment is being given a 
high profile on the WTO agenda. 


Reaching consensus io begin this new work programme was a difficult process, and many aspects of the 
subject remain highly controversial within the trading community. It was the EFTA countries which first 
proposed in 1990 that trade and environment policy linkages should be examined in GATT. Their proposal, 
which was far more modest in scope than what was agreed on in Marrakesh, was met nevertheless with 
considerable hesitancy by many GATT Contracting Parties. Some felt OECD governments were over-reacting 
to pressure from vocal “green” lobbies to pursue environmental! goals at every opportunity and at any cost. Some 
worried that the subject was a threatening new manifestation of trade protectionism. Doubts of that kind were 
widespread then, and in several respects they are still much in evidence now. 


The fact that it proved possible to put the doubts to one side in Marrakesh reflects the extent to which 
confidence about this issue had built up among GATT Contracting Parties, due in part to a successful phase of 
preparatory work in GATT which followed the EFTA countries’ initiative and which confirmed that within the 
subject of trade and environment lies a complex new area of policy linkages which demands attention and 
involves the responsibilities of all members of the trading system. 


During the next few years the WTO must establish its credentials as the successor to the GATT in managing 
the multilateral trading system responsibly and effectively. Its handling of the trade and environment work 
programme will be viewed critically from many points of view as a gauge of its success. 


BACKGROUND TO THE MARRAKESH DECISION 


One of the most influential factors in forging the basis for a common approach to the subject of trade and 
environment, particularly between developed and developing countries, has been the elaboration of the concept 
of “sustainable development’. This has replaced the “limits to growth” paradigm that was popular in the 1970s, 
through which economic growth was viewed as being part of the problem of environmental degradation, not 
part of the solution. Making development sustainable means ensuring that economic growth goes hand in hand 
with better environmental protection, and it has become a fundamental starting point in debate about the links 
between trade and environment. That came out clearly from the UN Conference on Envitonment and 
Development in 1992. Crudely put, its formula for tackling environmental problems co-operatively with the full 
participation of developing countries and for addressing the high adjustment costs associated with achieving 
sustainable development was through financial transfers, technology transfers and open markets—in other words 
improving the quality of economic growth, but not reducing its quantity. 


The goal of sustainable development is stated several times in the WTO Decision on Trade and Environment, 
and it will act as an important political parameter as well as one of the most challenging technical aspects of 
the WTO work programme. Whatever recommendations are arrived at in the WTO, they must satisfy the criterion 
that they will advance economic policy objectives in member countries. The way in which this helped forge the 
consensus in Marrakesh is that trade liberalisation is accepted as an essential, even if not a sufficient element of 
policies to achieve better environmental protection and sustainable development. Further liberalisation of 
international trade flows, both in goods and services, has a key role to play: as a generator of foreign exchange 
earnings and wealth that can be used to help pay for environmental clean-up; as a more efficient allocator of 
resources, including environmental resources, to allow the same level of output to be produced at less resource 
cost; and in removing restrictive trade policies that also impact adversely on the environment. The extent to 





' The views expressed should not be attributed to the WTO Members. 
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which the WTO work programme succeeds in building on the momentum created by the Uruguay Round for 
more liberal and competitive international trade will be a carefully watched indicator of its success in balancing 
trade, environmental and development objectives. 


The other side of the coin, of course, will be an examination in the WTO of whether and what the proper 
role for trade restriction might be in protecting the environment. If this context claims are often made that there 
is an inherent tension and even conflict between trade and environmental policy objectives, and that the WTO 
rules stand in the way of environmental policy-making. However, it will not do simply to join the populist 
debate, which has been engaged time and again in the past few years to very little avail, about whether the 
GATT needs “greening”. The questions that must be addressed are when are trade restrictions efficient and 
effective policy instruments to address environmental problems, and what are the economic costs of using them 
for this purpose? Those questions must be answered convincingly if the WTO work programme is to make 
headway. In practical terms restricting trade is never costless, and recent economic history is replete with 
examples of abandoned experiments in restricting trade that failed to live up to expectations. It would be a tragic 
mistake, from the point of view of the environment and the trading system, to jump blindly to the conclusion 
that trade restriction can be a universal remedy for environmental problems, only to discover in 10 years time 
that this has not prevented environmental degradation and we have wasted 10 years finding that out. 


Trade restriction is a far more complex matter these days than simply applying tariffs and quotas at national 
borders, and in its complexity is to be found another factor which influenced the Marrakesh Decision on Trade 
and Environment. The demand for a cleaner environment and for environmentally-friendly goods and services 
has been increasing worldwide, and has generated a range of new policy measures, both price-based and 
regulatory, that are designed to revalue environmental resources in the marketplace, a notion sometimes referred 
to as internalising environmental costs. This has been most evident so far in the OECD countries, but the 
implementation of new environmental legislation and product and process standard-setting is spreading to 
developing countries and the trend is likely to accelerate. The direction and speed of events, from the demands 
of consumers to industry reaction in the marketplace and thereon to national government legislation, makes the ~ 
need for multilateral policy co-ordination urgent. Recognition of the fact that new environmental policies can 
have significant trade effects, even when they do not involve trade policies directly, undoubtedly played a role 
in persuading member countries to bring the issue into the WTO where their trade concerns can be properly 
addressed. 


THE MARRAKESH DECISION AND THE WTO worRK PROGRAMME ON TRADE AND ENVIRONMENT 


The Marrakesh Decision set up a WTO Committee on Trade and Environment with a broad-based remit 
covering all areas of the multilateral trading system—goods, services and intellectual property. The Committee 
has been given both analytical and prescriptive functions: to identify the relationships between trade and 
environment measures in order to promote sustainable development, and to make recommendations on whether 
any modifications to the provisions of the multilateral trading system are required. In the first instance, 
recommendations are to be forwarded to the WTO Ministerial Conference in Singapore in December 1996. 


Two important parameters guide the Committee’s work. One is that WTO competence for policy co-ordination 
in this area is limited to trade. In other words, there is no intention that the WTO should become an 
environmental agency, nor that it should get involved in reviewing national environmental priorities, setting 
environmental standards or developing global policies on the environment; that will continue to be the task of 
national governments and of other international organisations better suited: to the task. The second parameter is 
that if problems of policy co-ordination to protect the environment and promote sustainable development are 
identified through the Committee’s work, steps taken to resolve them must uphold and safeguard the principles 
of the multilateral trading system which governments spent seven years strengthening and improving through 
the Uruguay Round negotiations. 


Within those parameters, any issue considered by a WTO Member to be relevant may be raised. The task of 
the Committee, initially at least, is set out in ten areas of work. These have been drawn up on the basis of 
collective insights gained during GATT’s work over the past three years on trade and environment, as well as 
matters raised by individual governments as being of particular concern to them in this area. No prejudgments 
are implied by the work programme, and no issues are taboo, but it is clear that any recommendations stemming 
from the Committee’s work will need to command the broad support of the WTO membership. 


A start on the work programme was made soon after the Marrakesh meeting, under the authority of the WTO 
Preparatory Committee, and since 1 January 1995 the WTO Committee on Trade and Environment has taken 
over responsibility for all, WTO work in this area. The Committee completed a first review of all the items on 
the work programme in October 1995 and set out the approach it will take in drawing up its report to the 
Ministerial Conference in December 1996. The main feature of that approach is to keep all items on the work 
programme under discussion but to move, whenever possible, to analysis of those issues identified during the 
debate as the core of each item of the work programme, a process which is likely to be driven in part at least 
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by proposals from individual WTO Members on issues where they would hope the Committee can produce 
concrete results to submit to the Ministerial Conference. 


The following is a review of the substance of the discussions that have taken place so far on specific items 
of the work programme. 


THE MULTILATERAL ENVIRONMENTAL AGENDA 


Several items on the work programme relate to the interface between the rules and disciplines of the 
multilateral trading system and trade-related aspects of the multilateral environmental agenda. 


The main one is the relationship between the provisions of the multilateral trading system and trade measures 
applied pursuant to multilateral environmental agreements (MEAs). This has received considerable attention 
already in GATT/WTO. The Montreal Protocol, the Basel Convention and CITES all contain trade provisions, 
and consideration is being given to including trade measures in new environmental agreements, for instance 
climate change, the protection of the world’s forest, and possibly bio-diversity. The legal consistency of these 
provisions with WTO rules has never been put to the test. In all probability there will never be any need to do 
so in the case of trade measures applied among parties to an MEA. While it is surely desirable that such trade 
measures should be applied in a manner consistent with the rules of the WTO, both for legal reasons and in the 
interests of good economics, the provisions of the MEA, including its dispute settlement provisions, would likely 
to be viewed as prevailing in the case of conflict. 


Doubts about WTO consistency can arise, however, when an MEA calls for applying discriminatory trade 
measures against non-parties to an MEA, to encourage, for example, non-parties to join the MEA or to abide 
by its provisions. In this case, a non-party which is a WTO Member would have the right to complain that its 
WTO rights were being nullified or impaired, and a formal finding to that effect could indeed point to a basic 
legal conflict between the provisions of the multilateral trading system and trade measures applied pursuant to 
an MEA. 


The principal question, then, is should governments avoid using any trade measure in MEAs which is 
inconsistent with their WTO obligations, or should the WTO rules be changed to permit discriminatory trade 
measures to be applied against one of its Members under an MEA, and if so under what conditions? That 
question requires a response which is sensitive above all to political considerations, in particular the need not to 
abuse the WTO as a powerful tool for multilateral policy enforcement in areas outside its specific competence. 
The environment is not the only area of international affairs where this question arises and trade sanctions are 
not the only, nor necessarily the best, enforcement tool available. 


If a political decision were to be taken to empower the WTO in this regard with respect to MEAs, then a 
range of technical solutions would need to be carefully considered, from waivers, to amendments of existing 
GATT rules, or the drafting of entirely new WTO provisions in order to provide the necessary legal authority 
to override existing GATT or WTO rights and obligations. Neither the political decision nor the technical work 
is to be taken lightly, since the obligations in question are those of non-discrimination, the absolute cornerstone 
of the GATT legal system and the principal means of protecting the rights of weaker and poorer members of 
the multilateral trading system. Whatever solution is found must command the full support of WTO Members. 


A related item on the Committee’s work programme is what is the appropriate forum for the settlement of 
disputes that arise over the use of trade measures pursuant to MEAs; is it the WTO, or is it whatever dispute 
settlement machinery exists in the MEAs themselves? This item can probably be tackled sensibly only after 
decisions have been taken on how to resolve any substantive conflicts that may exist between the rules of the 
trading system and the trade-related rules of MEAs. For the time being, however, many delegations feel that 
their WTO rights would be the only acceptable starting point for examining a trade measure applied against 
them by other WTO Members, no matter what the purpose or context of the trade measure might be. 


Debate on the use of trade measures in MEAs could help to shed light on the vexed issued of whether there are 
grounds for permitting a WTO Member to use trade restrictions outside the context of a multilateral agreement to 
try to influence unilaterally the environmental policies and practice of another. The United States government 
has proposed at times that such a need may exist in certain circumstances, notably to deal with an environmental 
threat to animal and plant species or aspects of the global commons. However, two GATT dispute settlement 
panels which examined US legislation authorising trade embargoes against imports of tunafish caught in a way 
that caused incidental dolphin mortality concluded that unilateral action of this nature is not consistent with 
GATT obligations, and their reasoning has received widespread support from other WTO Members. 


The issue of unilateralism is highly controversial. It raises fundamental questions about sovereignty, and fears 
that the same arguments in favour of unilateralism could be applied to other aspects of national policy-making 
that a country’s trading partners did not happen to agree with, something which could undermine entirely the 
integrity of the WTO legal system. It will be particularly important, therefore, that a search for consensus in 
this area is reached early on in order to build confidence in the ability of WTO disciplines to provide clear 
guidance and legal protection in the multilateral co-ordination of trade and environment policies. 
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EXPORTS OF DOMESTICALLY PROHIBITED GOODS 


Concerns were raised by a number of developing country GATT Contracting Parties in the mid-1980s that 
certain hazardous or toxic products were being exported to them without them being fully informed about the 
environmental or public health dangers the products could pose. The products in question included hazardous 
waste for disposal and recycling, toxic chemicals and pesticides, and certain categories of consumer products 
(such as pharmaceuticals) which had been banned for sale or use in their country of origin. In the late-1980s a 
GATT Working Party drafted a decision aimed at increasing the transparency of trade in hazardous products 
such that the importing country should be fully informed about the products it was receiving and have the right 
to reject them if it felt they would cause it environmental or other problems, but the draft decision did not 
receive consensus support in GATT at that time and the Committee on Trade and Environment is now revisiting 
the issue. In the interim, several MEAs have been negotiated to deal with problems such as these (e.g., the Basle 
Convention and London Guidelines), and the WTO does not intend to duplicate work that has already been 
accomplished elsewhere. However, the WTO may be able to play a useful role in plugging any gaps in existing 
transparency mechanisms in this area, for example for ensuring that non-parties to those MEAs are fully 
informed about the goods they are importing and by covering products which are not already subject to MEA 
disciplines; certain consumer products may fall into that category. 


NATIONAL ENVIRONMENTAL POLICIES 


The relationship between the provisions of the multilateral trading system and national environmental policy 
measures that can have trade effects, such as environmental taxes and charges, environmental subsidies, and 
environmental requirements, regulations and standards is a key element of the WTO work programme and one 
which covers a vast amount of ground. GATT Contracting Parties began a detailed examination of the trade 
effects of eco-labelling and eco-packaging regulations, and the WTO Committee has extended the scope of that 
‘work to other environmental measures dealing, for example, with recycling and waste handling as well as the ~ 
use of environmental taxes and subsidies. These are already a reality in many OECD countries, and they 
constitute one of the fastest evolving areas of policy-making. 


Complex and potentially significant effects on trade can result from these policy measures, many of which 
are quite unfamiliar in terms of traditional trade policy analysis. Important questions arise, therefore, about the 
adequacy of WTO rules and disciplines to ensure that unnecessary obstacles to trade are avoided, and from the 
other side of the coin about whether those rules and disciplines permit effective and efficient environmental 
policy-making to be undertaken without running an unacceptable risk that a third country may lodge a 
commercial challenge to valuable new environmental practices. The Committee will need to relate environmental 
measures addressing both consumption and production pollution to the framework of WTO rules. 


Consumption pollution is best addressed through consumption and product taxes and regulations. The GATT 
already has extensive experience in providing safeguards against unnecessary trade restriction or distortion 
occurring from measures such as these, but a number of new issues arise in the case of environmental measures. 
One is how environmental product regulations and standards, which are fully warranted from an environmental 
point of view in one country but not necessarily in others, can be formulated to ensure that when applied to 
imported products their effects are no more trade restrictive than necessary to do the job required of them. An 
example is recycled content requirements, which will naturally be based on environmental conditions in the 
importing country and as a consequence may in fact, even if not in theory, treat imported goods less favourably 
than domestically produced like products. Another issue under examination is how the environmental taxes fit 
in with GATT rules on border tax adjustment. 


Stating the problem in this way is sometimes seen from an environmental perspective as implying that in the 
WTO environmental objectives and concerns will be over-ridden by trade considerations. however, it is not the 
legitimacy of environmental objectives that is at issue in the WTO—the challenge is to find the proper mix of 
policies that can respect environmental goals and priorities and avoid trade restrictive and distorting effects to 
the greatest extent possible. 


A separate set of issues arises in connection with production pollution, which is addressed most effectively 
through taxes and regulations applied to process and production methods. For environmental policy-making 
life-cycle analysis of a product, including the way it is produced and ultimately disposed of as waste, is important 
to ensure the full environmental impact of both production and consumption activities is taken fully into account. 
Is there, in that regard, any legitimate case to be made for using trade restrictions to try to reduce a source of 
pollution overseas? 


For the time being, real doubts exist. How a product is processed or produced is not, in general, a 
characteristics that can be taken into account under GATT rules to determine how it should be treated in the 
course of international trade. Nothing in the GATT, of course, prevents governments from legislating on the 
processes and production methods used by their domestic industry. However, a product made in a polluting way 
may not be differentiated at the border from a similar product made in a less-polluting way unless the pollution 
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can be detected in the product’s characteristics. The rationale behind that approach lies in the efficient assignment 
of policy instruments, the point being that trade restrictions are ill-suited to being used to change production 
methods aborad. 


What, for example, would be the reaction of a foreign supplier facing an additional border tax or tariff in his 
export market unless because it has been determined there that his production process is too pulling? To be sure, 
one reaction may be to change to a less polluting process if the producer has the financial and technological 
resources to do so. Equally, however, might he not decide to low his environmental standards and costs still 
further in order to try to recoup the competitiveness lost through having to pay the extra tariff? The ambiguity 
of the response suggests strongly a mis-assignment of policies. Trade restrictions cannot be counted on to operate 
predictably to achieve the policy objective, yet the costs of using them are ever-present. 


Closely related to the issue of trade measures based on process and production methods are arguments which 
are sometimes put forward in favour of using trade restrictions to protect domestic producers with high 
environmental production standards against competition from overseas suppliers with lower standards. Demands 
from some environmental groups for “eco-dumping” duties to be imposed on goods produced in a polluting way 
are probably the best known example. This is a very controversial area which brings out most directly fears of 
misuse of trade policy for “green” protectionist purposes. For that reason it must be approached with caution. 
Ill-considered proposals made in this context could seriously jeopardise confidence in the degree of multilateral 
commitment that exists towards an open, non-discriminatory trading system. 


Empirical evidence does not support arguments that genuine problems of international competitiveness are 
created by differing environmental standards in different countries. Even if such arguments were found to be of 
real concern in business circles, a subsidiary question is whether trade restrictions are an effective way of trying 
to compensate for international differences in environmental standards. If, as has just been suggested, they will 
not act predictably to change an overseas producer’s methods of production, the argument for using trade 
restrictions boils down essentially to one of a domestic industry’s need for protection against foreign competition. 
That is not evidently a matter which would fall within the mandate of the WTO Committee on Trade and 
Environment. The reason for lack of international competitiveness, whether environmental or something else, is 
a secondary consideration. The WTO already provides possibilities for protecting domestic industry against 
foreign competition, for instance through safeguard action, and it hardly seems necessary to invent and bless a 
new protective instrument with a specifically green label attached to it. 


An important means of ensuring that national environmental policy measures, such as labelling and packaging 
requirements, do not create unnecessary trade restrictions is to make the measures fully transparent to all WTO 
Members. Transparency provides security and stability for members’ rights in the multilateral trading system, 
and can act as an effective means of preventing misunderstandings, and ultimately trade disputes, from arising. 
This is an additional element of the Committee’s work programme. The WTO contains extensive mechanisms 
for assuring the transparency of trade and trade-related measures that are subject to substantive disciplines of 
various WTO Agreements. The degree of transparency called for ranges from simply the publication of national 
legislation through requirements to notify WTO Members once legislation is in place, or even (in the case of 
technical regulations and standards) notification before legislation is enacted so that a country’s trading partners 
can provide input at the stage of drafting legislation to ensure that it takes their specific trade interests into 
account. The Committee has begun examining the adequacy of existing transparency mechanisms to deal with 
trade-related environment measures and considering whether anything additional might usefully be created, for 
example through an extension of the system of “enquiry points” which exists already under the WTO Agreement 
on Technical Barriers to Trade. 


TRADE LIBERALISATION 


The effect of environmental measures on market access, especially for developing and least-developed 
countries, and the environmental benefits of removing trade restrictions and distortions is one of the most 
important and promising areas of the work programme. The Committee’s task is to explore where increasing 
market access and trade liberalisation go naturally hand in hand with better environmental protection and the 
promotion of sustainable development, and to relate these in particular to the situation of developing country 
members of the WTO. 


The results of the Uruguay Round negotiations can provide the Committee with a ready source of inspiration 
in this area: reducing tariffs and tariff escalation and removing non-tariff barriers to trade in 
environmentally-friendly goods and services; providing developing countries with improved market access for 
higher value-added production to relieve the pressure they face currently to specialise in natural resource 
exploitation or low value-added, environmentally sensitive activities; disciplining and _ reducing 
environmentally-damaging subsidies, for example those awarded to energy and agricultural production; 
encouraging the spread of environmentally sound technology by enforcing intellectual property rights. The 
advances made through the Uruguay Round in areas such as these add up to a significant contribution that 
governments have made already through the multilateral trading system to ensuring co-ordinated, mutually 
supportive policy-making that is of benefit to both the environment and sustainable development. 
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The challenge will be to examine how those advances can be taken further. In traditional areas of market 
access, schedules for the liberalisation of trade have been agreed to in the Uruguay Round and will be 
implemented progressively over the next few years. That does not, however, stand in the way of additional 
agreements being reached to open markets further, for example to processed tropical products and natural 
resource-based products, nor to creative thinking about whether new areas of market access can be identified 
and developed. One promising line of examination may be the incorporation into the international marketplace 
of environmental services which, although already traded, are not for the time being assigned any market value 
nor paid for. An example which has already been taken up in the context of negotiations on a climate change 
agreement is the export of greenhouse gas absorption services by counties with large forest resources; the 
countries concerned are receiving no payment for providing exports of those services. A similar situation exists 
in other areas also, such as the protection of biodiversity and the disposal of certain wastes. The Committee will 
be well-placed to examine whether there is any potential role for the WTO to play in this regard. 


OTHER ISSUES 


The Marrakesh Decision calls also for the Committee to examine the role of the WTO in relation to the links 
between environmental measures and the new trade agreements reached in the Uruguay Round negotiations on 
services and intellectual property. Discussions on these two items of the work programme are having to break 
entirely new ground since there is very little understanding at present of how the rules of the trading system 
might affect or be affected by environmental policies in these areas. From an environmental point of view, 
transport appears to be the key services sector. Careful thought will need to be given to whether there is need 
to provide for anything more in the WTO Agreement on Services, in this and in other services sectors, to take 
account of measures necessary to protect the environment. In the case of intellectual property, issues raised so 
far include the relation between the rules of the WTO Agreement on Trade-Related Aspects of Intellectual 
Property Rights and the transfer of environmentally friendly technology, the conservation and sustained use of 
biological diversity, the protection of traditional rights and knowledge, and the development of biotechnologies, — 
as well as the relationship of the WTO Agreement to the Convention on Biological Diversity. 


CONCLUDING REMARKS 


The key to moving the WTO work programme on trade and environment along will be ensuring that it remains 
focused on four points. 


First, it must remain strictly within the competence of the WTO, which is not now nor has any aspirations of 
becoming an environmental agency. Evidently, the process in the WTO will be helped immeasurably by progress 
made elsewhere on the multilateral environmental policy agenda. 


Second, within the WTO this is first and foremost an exercise in multilateral trade policy co-operation, albeit 
one which needs to be properly informed about and aware of the importance of the environmental policy 
objectives involved. In the final analysis it will need to yield tangible trade benefits for WTO members if it is 
to succeed. 


Third, it must remain vigilant to the threat of the use of environmental measures for trade protectionist 
purposes. Slippage there will poison not only the trading system but also national and international 
environmental agendas. 


Finally, it must remain sensitive to the situation and needs of the developing countries. To a very large extent 
it is the OECD countries that have been responsible for bringing the subject of trade and environment into the 
WTO and starting the process there. It cannot be concluded, however, without the consent and support of the 
developing countries. 


14 January 1996 ; 


Decision of 14 April 1994 


Ministers, meeting on the occasion of signing the Final Act embodying the results of the Uruguay Round of 
Multilateral Trade Negotiations at Marrakesh on 15 April 1994, 


Recalling the preamble of the Agreement establishing the World Trade Organisation (WTO), which states that 
members’ “relations in the field of trade and economic endeavour should be conducted with a view to raising 
standards of living, ensuring full employment and a large and steadily growing volume of real income and 
effective demand, and expanding the production of and trade in goods and services, while allowing for the 
optimal use of the world’s resources in accordance with the objective of sustainable development, seeking both 
to protect and preserve the environment and to enhance the means for doing so in a manner consistent with their 
respective needs and concerns at different levels of economic development,” 
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Noting: 


— the Rio Declaration on Environment and Development, Agenda 21, and its follow-up in GATT, as 
reflected in the statement of the Chairman of the Council of Representatives to the CONTRACTING 
PARTIES at their 48th Session in December 1992, as well as the work of the Group on 
Environmental Measures and International Trade, the Committee on Trade and Development, and 
the Council of Representatives; 


— the work programme envisaged in the Decision on Trade in Services and the Environment; and 
— the relevant provisions of the Agreement on Trade-Related Aspects of Intellectual Property Rights. 


Considering that there should not be, nor need be, any policy contradiction between upholding and safeguarding 
an open, non-discriminatory and equitable multilateral trading system on the one hand, and acting for the 
protection of the environment, and the promotion of sustainable development on the other, 


Desiring to co-ordinate the policies in the field of trade and environment, and this without exceeding the 
competence of the multilateral trading system, which is limited to trade policies and those trade-related aspects 
of environmental policies which may result in significant trade effects for its members, 


Decide: 


— to direct the first meeting of the General Council of the WTO to establish a Committee on Trade 
and Environment open to all members of the WTO to report to the first biennial meeting of the 
Ministerial Conference after the entry into force of the WTO when the work and terms of reference 
of the Committee will be reviewed, in the light of recommendations of the Committee, 


— that the TNC Decision of 15 December 1993 which reads, in part, as follows: 


“(a) to identify the relationship between trade measures and environmental measures, in order to 
promote sustainable development; 


(b) to make appropriate recommendations on whether any modifications of the provisions of the 
multilateral trading system are required, compatible with the open, equitable and 
non-discriminatory nature of the system, as regards, in particular: 


— the need for rules to enhance positive interaction between trade and environmental 
measures, for the promotion of sustainable development, with special consideration to 
the needs of developing countries, in particular those of the least developed among 
them; and 


— the avoidance of protectionist trade measures, and the adherence to effective multilateral 
disciplines to ensure responsiveness of the multilateral trading system to environmental 
objectives set forth in Agenda 21 and the Rio Declaration, in particular Principle 12; and 


— surveillance of trade measures used for environmental purposes, of trade-related aspects 
of environmental measures which have significant trade effects, and of effective 
implementation of the multilateral disciplines governing those measures;” 


constitutes, along with the preambular language above, the terms of reference of the Committee 
on Trade and Environment. 


— that, within these terms of reference, and with the aim of making international trade and 
environmental policies mutually supportive, the Committee will initially address the following 
matters, in relation to which any relevant issue may be raised: 


— the relationship between the provisions of the multilateral trading system and trade 
measures for environmental purposes, including those pursuant to multilateral 
environmental agreements; 

— the relationship between environmental policies relevant to trade and environmental 
measures with significant trade effects and the provisions of the multilateral trading 
system; . 

— the relationship between the provisions of ihe multilateral trading system and: 

(a) charges and taxes for environmental purposes 


(b) requirements for environmental purposes relating to products, including standards 
and technical regulations, packaging, labelling and recycling; 


— the provisions of the multilateral trading system with respect to the transparency of trade 
measures used for environmental purposes and environmental measures and 
requirements which have significant trade effects; 


— the relationship between the dispute settlement mechanisms in the multilateral trading 
system and those found in multilateral environmental agreements; 
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— the effect of environmental measures on market access, especially in relation to 
developing countries, in particular to the least developed among them, and 
environmental benefits of removing trade restrictions and distortions; 


— the issue of exports of domestically prohibited goods, 


— that the Committee on Trade and Environment will consider the work programme envisaged in the 
Decision on Trade in Services and the Environment and the relevant provisions of the Agreement 
on Trade-Related Aspects of Intellectual Property Rights as an integral part of its work, within the 


above terms of reference, 


— that, pending the first meeting of the General Council of the WTO, the work of the Committee on 
Trade and Environment should be carried out by a Sub-Committee of the Preparatory Committee of 
the World Trade Organisation (PCWTO), open to all members of the PCWTO, 


— to invite the Sub-Committee of the Preparatory Committee, and the Committee on Trade and 
Environment when it is established, to provide input to the relevant bodies in respect of appropriate 
arrangements for relations with inter-governmental and non-governmental organisations referred to 


in Article V of the WTO. 


Examination of witness 


Mr RicuHarD Ecuin, Director, Trade and Environment Division, World Trade Organisation, was examined. 


Chairman 


145. Mr Eglin, can I welcome you to the 
Committee and could I just ask you to identify 
yourself, for the purposes of the television and the 
recording? 

(Mr Eglin) Yes. My name is Richard Eglin. I am 
the Director of the Trade and Environment Division in 
the WTO Secretariat. 

Chairman: Thank you very much. 


Mr Clifton-Brown 


146. Good morning, Mr Eglin. Could you explain 
in broad terms how decisions are made within the 
World Trade Organisation, and could you include in 
that, as an example, how the decision concerning the 
treatment of Multilateral Environmental Agreements in 
the GATT will be made? 

(Mr Eglin) Yes. Decisions are made in the WTO 
by the, well, the senior decision-making body is the 
Ministerial Conference, that meets no less than once 
every two years, and, on a day-to-day basis, in Geneva, 
we have the General Council, which is the senior body 
and which takes all the decisions, all decisions which 
are related to WTO matters. Decisions are made by 
consensus; that is the practice under the GATT and it 
continues to be the practice under the WTO. We have 
rules on voting and, indeed, a vote can be called on 
any decision. They are very, very rarely called, voting 
is rarely resorted to, the reason being that if we do not 
have consensus, if we do not have full agreement of 
all of the members in the WTO then although we can 
make rules the rules will not be respected afterwards, 
so we need voluntary support of what we are doing 
from all of the membership. In the case of the 
decisions, a decision, if there’will be a decision, on the 
use of trade measures in Multilateral Environmental 
Agreements, would be taken at the Ministerial 
Conference, we believe, or that is what we are aiming 


for, in Singapore, in December of this year. So a 
proposal would be put to the Ministers from the 
Committee on Trade and Environment, which is 
meeting in Geneva, that proposal would have the 
consensus backing of all members of the WTO and 
Ministers would be asked then to take the decision, 
in Singapore. 


147. Could you give us an example, in the past, 
where it has been possible to reach a decision by 
consensus and you have had to go to a vote; you say 
it is very rare, but could you give us an example where 
it has happened? 

(Mr Eglin) Yes; waivers, very frequently, go to a 
vote, a vote is called. Since the WTO has come into 
effect there has been no vote, one would have to go 
back to previous practice under the GATT. Everything 
has been taken by consensus, the results of the 
Uruguay Round were taken by consensus, a decision 
to launch the Uruguay Round was taken by consensus, 
and so on, so all of the major decisions are taken by 
consensus. 


148. So do I take it, from that answer, that it is 
environmental-type issues that are the more difficult to 
reach by consensus; you said the whaling, for example, 
I know it is an animal issue 

(Mr Eglin) No; waivers, I am sorry, not whaling. 
We have not taken any decisions on whaling 
whatsoever, no. 





Chairman 


149. Can you give us then an example of a vote 
on a particular waiver? 

(Mr Eglin) Yes. The United States maintained, 
under the GATT, a waiver for its agricultural policies, 
which were introduced in 1952. The waiver was 
renewed every year by vote; the voting majority under 
the GATT was two-thirds, the voting majority under 
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the WTO is, by and large, three-quarters, it has been 
raised. So, with the support of three-quarters of the 
membership, agreement could be made to give a 
waiver to a Member to maintain policies which are 
inconsistent with its WTO obligations. 


Mr Clifton-Brown 


150. How did the WTO set the agenda for its 
Committee on Trade and Environment? 

(Mr Eglin) We did it in 1991, in a long process of 
debate in the GATT Council, where the issues which 
were placed on the table then, as in the background 
that I prepared, by the EFTA countries, at that time the 
Nordic countries plus Switzerland and Austria, they 
put forward three issues for discussion which were of 
concern to them. Those issues were reviewed by the 
whole membership and a number of developing 
countries, in particular, put in issues which they 
considered to be of concern and which they wished to 
be added to the agenda, and the agenda was agreed by 
consensus. It was not a question of decisions being 
taken in the OECD and then brought to the WTO. That 
patently does not work. We had a very poor experience 
under the GATT in the 1970s with the Tokyo Round 
negotiations, when the OECD countries agreed 
amongst themselves to advance the trade rules in 
certain areas. That led to what was called the Tokyo 
Round Agreements, customs valuation, import 
licensing, and so on, and the developing countries 
simply objected to this and did not accept those new 
rules. That led to really what was quite a catastrophic 
fragmentation of the trading system. Everybody then 
is dealing with different rules, and it does not work, 
we have to have consensus. So it was a difficult 
process, getting the agenda adopted, but we did it by 
including in there, by taking the position that no 
subject prima facie should not be examined; therefore, 
from the developing countries’ point of view, what 
was important for them was to make sure trade 
liberalisation was part of the agenda, and it has been 
made part of the agenda. And, in doing so, they 
expressed a willingness also to look at the other issues 
that were put forward by OECD countries, or, in some 
cases, individual countries, the US is responsible for 
at least one of the items on the agenda, it is of concern 
to the US, others have agreed to look at it, but agreeing 
on an agenda is not agreeing to do anything, obviously, 
afterwards to the issues on the agenda. 


151. So has this agenda now put in place a 
mechanism to deal with a difficult problem, like 
leg-hold traps, for example, if that were referred to 
you, does that agenda give you a framework within 
which to make a decision on that matter? 

(Mr Eglin) We, being the Committee on Trade and 
Environment, no. If the issue of leg-hold traps were to 
be—if a complaint over the EC implementation of the 
leg-hold trap regulation were to come to the WTO, it 
would be a complaint made by a WTO member, in the 
Dispute Settlement Body; we have a large number of 
committees, one of which is the Dispute Settlement 
Body, it would be a complaint made under existing 
WTO rules and the complaint would be examined 
under existing WTO rules. If somebody were to 


propose, and they would not do it with respect to just 
the leg-hold trap issue, but if it was a question of 
changing the rules to allow WTO members to impose 
trade restrictions on the basis of production processes, 
how you catch the animal, kill the dolphin, produce 
the steel, whatever it may be, if it is not actually 
incorporated in the product, if a proposal were made 
to change WTO rules then, yes, it would be examined 
in the Committee on Trade and Environment; but a 
complaint over leg-hold traps would not be, it would 
go through the dispute settlement process. 


Chairman 


152. So you would not be putting forward any 
view on the environmental validity of a complaint or 
not? 

(Mr Eglin) Absolutely not, for two reasons really. 
One is that we have no competence in the area of the 
environment. When this agenda was negotiated, when 
the WTO moved into the business of trade and the 
environment, it was made very clear to us by 
governments, and, I think, to governments, it was 
made very clear by the environmental ministries and 
NGOs that the WTO has no competence, and should 
have no competence, in the area of the environment, 
that is for national governments to decide and for 
international organisations which deal with the 
environment. We are not competent to give expert 
advice on the environmental ins and outs of any 
particular issue, we can give advice only on the trade 
side of the matter. 


153. Of the complaints which are now 
outstanding, how many of those deal with 
environmental issues? 

(Mr Eglin) Outstanding, meaning they are not 
resolved? 

154. Yes. 


(Mr Eglin) None. 


Mr Olner 


155. You spoke earlier, Mr Eglin, about 
consensus, and you used the word many times. How 
do you ensure, within that consensus, that all WTO 
members get a fair say in policy-making? 

(Mr Eglin) The whole system is .designed to 
protect, if you like, if I understand where the question 
is coming from, the weak against the powerful. The 
very fact that we have rules means that everybody has 
to obey the same rules, the rule of non-discrimination 
is probably the most powerful protection that a weak, 
weaker contracting party, whether it is politically weak 
or economically weak or just smaller, in the greater 
scheme of things, is the best protection that they have 
for having fair conditions of trade on world markets. 
It is a matter of reality that when the EC speaks what 
it says is listened to more carefully, let us say, than 
when a very small, impoverished, developing country 
speaks, that is the reality of the WTO. But, even so, 
we have had several instances where either the US or 
the EC, who are by far the most powerful, below that 
you have another level, have tried to do something in 
the WTO and have been prevented from doing so, or 
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have tried to prevent something from happening in the 
WTO or the GATT and have not succeeded in 
preventing it from happening. If I can give you two 
instances, the United States has wished to see, for 
many, many years now, the issue of labour standards 
addressed in the WTO and there has been no 
acceptance by the membership to do so; that is not 
because the EC and the other OECD countries have 
particularly objected, it is because the developing 
countries have objected, and that has been successful 
in stopping this issue from making any further 
advance. At the end of the Uruguay Round, agriculture 
was not a popular issue for the European Community, 
nor, for that matter, for Japan or the United States, but 
it was made clear to them by developing countries, 
primarily, that without a result on agriculture there 
would be no result on the Uruguay Round. So, in those 
two instances, small countries, individually, or groups 
of small countries have proved to be very effective 
in 





156. Have you got any plans though to give 
additional legal aid or financial support to some of 
these smaller countries? 

(Mr Eglin) Financial support; we have no finance, 
we are not a financing agent, we have no money. Legal 
support; yes, we provide technical assistance, we have 
a division in the Secretariat, which is a large division, 
which provides technical assistance to developing 
countries, and we provide legal aid to them, in the case 
of them being involved in dispute settlement or legal 
proceedings. But there are other agencies, UNCTAD 
is one, UNDP is another, which are probably better 
placed than we are to provide either financial help to 
them or, for that matter, technical assistance in large 
amounts. 


Chairman 


157. Norway has given some money, has it not, to 
do this sort of thing; would it be helpful if other 
countries followed Norway’s example? 

(Mr Eglin) Most certainly, yes, without any 
question. In fact, I can think of, there is at least one 
issue on our agenda where the answer is, very frankly, 
money, it is the answer to the environmental problem 
and it is the answer to the trade problem, that is the 
issue of exports of domestically prohibited goods. 
When industrialised countries export goods, which 
they refuse to allow for sale on their domestic market, 
to developing countries, the problem is the developing 
countries frequently have not got the capacity to know 
what they are importing, or there is some form of 
cortuption, which means the product gets in anyway 
around the customs service. The answer to that is 
capacity-building, it is improving the ability of 
developing countries to monitor their imports and to 
take decisions on what they do and they do not want 
to import; very frequently, they know that the product 
is hazardous, or toxic, or dangerous in some sense, but 
they do not have the capacity to control the imports at 
the border. The answer to that is technical assistance. 


158. Can you give us one or two more examples; 
drugs are, presumably, one of the most obvious ones, 
where there are higher standards in many developed 


countries for a drug than there are in the countries that 
it is sold to, what are the other examples? 
(Mr Eglin) Of domestically prohibited goods? 


159. Yes. 

(Mr Eglin) Oh, my word, there are very many: 
wastes, of most sorts, many chemicals, pesticides, 
which are produced in the industrialised countries, 
which are banned for sale in those countries but 
nevertheless are used in developing countries; 
pharmaceuticals. It is more or less_ endless: 
inflammable pyjamas; skateboards cars without 
catalytic converters are banned for sale in the UK, I 
think, but are nevertheless produced and exported; and 
so on and so on and so forth. What we are concerned 
with primarily is ones of a major, severe risk, that pose 
a severe risk to human health or to the environment, 
and we are dealing there primarily with chemicals, 
wastes, certain consumer goods, for which the sell 
by’ date has gone, condoms which have been on the 
shelf here for two years but are nevertheless shipped 
to developing countries where AIDs is a problem and 
their useful life is therefore reduced, pharmaceuticals 
where there is only one month left before they can be 
sold in this market, they are repackaged and shipped 
to developing countries. There are many areas. Most 
of those are dealt with already through Multilateral 
Environmental Agreements, such as the Basel 
Convention, the London Guidelines, but there are gaps 
in those. What do we do, for example, with the US, 
which has never signed the Basel Convention, and 
which is, therefore, not in any sense under an 
obligation to notify countries it is shipping to what it 
is shipping, there is no notification process that goes 
through Basel; and the question is whether we can fill 
a useful role in the notification exercise. But, at base, 
the problem is capacity-building in the developing 
countries. So this Norwegian fund is very useful 
indeed, and, yes, I think it should be encouraged. 


Mr Clifton-Brown 


160. In order to understand how the 
decision-making process works in the WTO, is it the 
case that increasingly the trading blocks are either 
lining up with each other or against each other when 
decisions are being discussed against the smaller 
economic powers, and, if so, could, for example, the 
Organisation of African States have a greater role 
within the WTO to promote some of the poorer 
countries in Africa? 7 

(Mr Eglin) Honestly, no; neither the GATT before 
it nor the WTO now has ever operated on the bloc 
system, because it is trade interests which are at stake 
more so than political interests, so these blocs seem to 
be grouped around political, or are political groupings. 
The trade interests of Bangladesh and Ghana are not 
the same, in any respect. One could think for some 
political reason why Bangladesh and Ghana, two least 
developed countries, might wish to get together and 
put forward a proposal, and, indeed, this issue of 
domestically prohibited goods is one which is of 
concern to those countries which do not have the 
capacity to monitor, i.e. the least developed, let us say, 
in Africa. There is a certain political role one can 
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imagine for the OAS, but not one logically that one 
could see for trade groupings, APEC, or ASEAN,’ the 
EC operates as a bloc, that is understood, but the 
NAFTA countries certainly do not operate as a block, 
Mexico’s views and the United States’ views are very 
different in the WTO on, for example, the issue of the 
environment. So the WTO does not work well on this 
bloc, neither north/south nor the old UN Group B, 
G77, Group D, and China, and so on; it never has 
worked well on that basis and I do not believe it ever 
would. 


161. So why does the EU act as a bloc then? 

(Mr Eglin) Because the EU 1s a free trade area, is 
a customs union; you have a common external tariff 
around you, therefore you all have the same trade 
policy. 

Mr Clifton-Brown: Supposed to have. 


Mr Olner 


162. That would be arguable, I think, in some 
quarters, but on the transparency of the WTO, could I 
ask you specifically why you exclude NGOs and other 
interested bodies from your meetings? 

(Mr Eglin) Yes, we do it because, well, we do it, 
governments do it; I must make it clear, from the 
Secretariat’s point of view, I do not take those kinds 
of decisions, governments take decisions to exclude 
NGOs from meetings. They have had a debate, which 
has been going on now for the best part of 18 months, 
as to whether they should change current practice, 
which is not to allow private sector operators in to 
WTO meetings, and the decision appears to be coming 
out very clearly that they will continue the old practice, 
there will be no non-governmental representation. 
Their explanation for that is two-fold: one, that the 
transparency, knowing what goes on in those meetings, 
we can deal with by making public all of the 
documents which are produced and that they are 
working on now; the second is that—an NGO is an 
interest group, it is a lobby—as far as lobbying is 
concerned, they believe that lobbying should take 
place at the national level, not at the multilateral level. 
And if you will permit me to give you an example of 
what I mean by that, or what they mean by that, when 
a country comes to the Uruguay Round negotiations, 
the WTO is a negotiating forum, when your country, 
when a country comes to negotiate in the WTO, you 
have to know that the mandates you have to negotiate 
will provide you, assuming you stick to it and you can 
achieve it, with a result that you can go back home 
and you can sell to Parliament, you have got to ratify 
the results. So, before you come to Geneva— and do, 
I think you should talk to all of your lobby groups, 
industry, consumers, environmental NGOs, whoever it 
might be, in order to find out “How much can I give, 
in this area?”, and “What do we want, in that area?”. 
When you have established your national position you 
then come to Geneva to negotiate. These countries, 
these governments have said, “We do not then want a 
new line of international lobbyists who are now 
saying, Now, please change your position here, there 





' The Association of South East Asian Nations. 


and everywhere’, because if we do we do not know 
whether we can sell it back home”’. 


163. Yes, but if you are trying to get a level 
playing-field, particularly on the environment, you 
need to have an input at that higher level, surely? 

(Mr Eglin) Well, what are environment ministries 
for? The WTO is a government body; one presumes 
that environmental ministries are having the input with 
their trade ministry colleagues into the WTO 
discussions. 


164. The thing that concerns me, there seems to 
be this secrecy about your meetings and not being 
open, and I would have thought if you had wanted to 
spread best practice then there should have been NGOs 
there to observe that, and criticise the lack of it 


perhaps? 
(Mr Eglin) Yes. Again, one comment. 
Environmental NGOs are one _ thing; farmer 


associations who are absolutely and bitterly opposed 
to any change in highly protectionist agricultural 
policies are another. How do you let one in and not 
the other? How is trade policy set? Trade policy, 
it is a construct of governments, set by protectionist 
interests, asking for protection; that is how trade policy 
is made, and it comes at the cost of consumers. You 
protect an industry, that industry gains higher profits 
and perhaps is allowed to employ more resources, but 
at the expense of everybody else; we pay a very high 
cost for the Common Agricultural Policy, the 
consumer. You want to allow into a WTO negotiation, 
on the one side, protectionist lobbyists, who are 
looking for protection, they want to keep the textile 
market blocked against imports from developing 
countries, or the agricultural sector blocked against 
imports from other agricultural producers, and 
consumer groups, who are interested in seeing freer 
trade, lower prices. Now those two points of view, I 
agree, they are relevant, they are very valid, but 
governments have got to sort those out; if we 
introduced them into the WTO there would be no end 
of it, very honestly. The secrecy we can overcome, 
surely, by publishing all of the documentation; 
governments will never let you see what they do not 
want you to see, no matter who is in the room. One 
of the dangers with that—personally, I think it would 
be a very good idea to allow far greater transparency, 
but, as a piece of advice on how you do it, if you 
tomorrow allow everybody into your meeting and the 
people in that meeting do not want those people to be 
there they will simply go and meet somewhere else; 
you will not have full transparency just by making a 
rule saying everybody can come in. 


Mr Taylor 


165. The problem with what you say is, you said, 
earlier on, in reference to the smaller countries and 
their inability to have large delegations or, indeed, in 
some cases, to have virtually any presence at all, 
certainly not to have teams of lawyers, that people like 
UNEP could provide back-up to that; now, you are 
saying that you do not even include people like UNEP 
in the process. Now, if they are not there it is very 
hard for them to advise. So, whilst you may be right 
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about the plethora of organisations, surely there are 
some that ought to be there? 

(Mr Eglin) No, I am sorry, we are talking about 
two different things; one question is 
non-governmental organisations. 


166. UNEP are not allowed in, are they? 

(Mr Eglin) Yes, they are; UNEP, UNCTAD, the 
World Bank, the IMF, the OECD, the ILO, the FAO, 
they are all observers in WTO meetings. The 
inter-governmental organisations are allowed in as 
observers and, indeed, can participate; 
non-governmental organisations are not. There is an 
important distinction. No, no; they are in all of our 
meetings. 


Mr Thomason 


167. How do you evaluate the effects of national 
environmental policies on trade? 

(Mr Eglin) By looking at the way in which they 
affect the contestability of a market, the ability to 
compete in a market. 


168. And how do you arrive at a price for those 
policies, a cost for those policies? 
’ (Mr Eglin) Technically, you can do it by 
measuring welfare gains and losses. In practice, in a 
very practical sense, in the WTO, we would be 
concerned only with significant trade effects, not with 
insignificant ones. 


169. Now what is the difference between 
significant and insignificant? 

(Mr Eglin) Dollars. The WTO is not a policing 
outfit, I do not go around looking at everybody’s 
policies and saying whether it is or it is not consistent 
with the rules. If one member has a problem, they 
complain, under the dispute settlement process, but, 
otherwise, all WTO members have inconsistent 
measures in place, WTO inconsistent measures in 
place; they are challenged when one country’s trading 
interests suffer to such an extent that that government 
is pressed, perhaps by commercial interests 
domestically, to complain and have their situation 
redressed. 


170. Do you take into account, in the evaluation 
process, the environmental costs of the production of 
goods? 

(Mr Eglin) No. 


171. Not at all? 
(Mr Eglin) We take into account the market price; 
if the market price takes into account the 


environmental costs then, yes, we do, but not as a 
separate component. Market prices is the way in 
which we measure trade flows. 


172. Do you not think it is inconsistent with any 
environmental agreement not to be able to undertake 
environmental costings of the production of goods? 

(Mr Eglin) Yes, indeed; I think it would be an 
enormous advantage if one were to revalue all products 
in the world economy to take account of their 
environmental costs and benefits, there is no question, 
but we could not do that, we have no environmental 


competence, that would be for the likes of national 
environmental ministries, I presume. 


173. But do you not think it is a defect in the 
system that you are not able to take those issues into 
account? 

(Mr Eglin) No, by and large, because I do not 
believe that anything we could do would have any 
sensible effect, and what I mean by that is we control 
the use of trade restrictions. I can think of precious 
few situations in which imposing a trade restriction 
will revalue an environmental resource; on the 
contrary, it is more likely to devalue it. To revalue 
environmental resources, to bring environmental costs 
and benefits into the market-place, you need taxes, you 
need technical regulations, you need standards, I do 
not know what you need, but very, very rarely do you 
actually need a tariff or a quantitative restriction. 


174. So, on that basis, you are not comparing like 
with like, when you undertake an evaluation of the 
price of goods, are you? So are you saying that 
everything has to be devalued to the lowest common 
denominator, that is taking out land use damage or 
other environmental considerations? 

(Mr Eglin) No. I am saying that is for national 
governments to put in place, domestic policies, since 
they are domestic resources one is talking about, by © 
and large, and to have those valued in the domestic 
economy, which all governments do, environmental 
policy is doing that. 


175. Then I have to put to you that the 
environment is of absolutely no interest to WTO at all, 
on the basis of the information which you are giving 
to us, and I just ask what your job is? 

(Mr Eglin) What my job is. 


176. You are involved with the environment at the 
WTO, as I understood it? 

(Mr Eglin) No, we are trying to facilitate 
governments reaching an accommodation on areas of 
complementarity and, potentially, of conflict between 
trade policy-making and their, governments’, trade 
policy-making and environmental policy-making. 


Chairman 


177. Do you not accept that any area, the global 
environment, has an overriding importance, which 
individual countries may not recognise? 

(Mr Eglin) Yes, but I do not accept that you can 
force them to recognise that through sanctions. Why 
do they not recognise it; it is because they do not 
appreciate it, they do not understand it, they do not 
believe there is enough evidence, they could not afford 
to do anything about it if they did recognise it, they do 
not have the technology to do anything about it, or is 
it just because they are being bloody-minded? I do 
not believe there are very many situations in which 
governments are being bloody-minded about this. 


Mr Thomason 


178. But how are you going to improve the world 
environment if you do not acknowledge environmental 
policies nationally and the advantage of some of those; 
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you are actually encouraging the lowest common 
denominator to predominate, are you not? 

(Mr Eglin) No, not at all. I do not believe I said 
what you have just suggested I said. It is not that we 
do not accept or recognise environmental policies, 99 
per cent of the environmental policies which are in 
place in WTO members run no risk whatsoever of 
falling foul of WTO rules; none. The WTO requires 
that they are applied non-discriminatorily, and if you 
can give me examples of where you need to 
discriminate, alright, we could talk about those, but as 
long as they are applied non-discriminatorily they run 
very little risk of any problem under the WTO. 


179. You mean, if they are produced in a similar 
environmental manner, similar cost basis, abroad, 
for: 

(Mr Eglin) No, no. The UK can put in place 
tomorrow the highest environmental standards in the 
world; those will not be challenged in any way under 
the WTO unless there is a belief that one or other of 
them is there for protectionist reasons. In the UK, 
you demand that cars have catalytic converters; many 
countries in the world produce cars but do not produce 
them with that kind of technology, therefore, when you 
introduce that regulation in the UK, you effectively 
ban imports of cars from those producers, Brazil, 
Mexico, and so on. There is no problem whatsoever 
under the WTO. Governments can put in place, to all 
intents and purposes, any environmental policy 
measure they want, to protect their environmental 
resources, and that is an important qualification. 





180. Yes, but you do not do it the other way 
round, which is really the point that I was coming 
from, do you, you do not do anything to encourage 
environmental improvement in developing countries? 

(Mr Eglin) Yes, because we liberalise trade and 
generate wealth and income with which they can help 
to improve their environments, that is the 
complementarity, I think, of the trading system. 


181. But you do not do anything yourselves to 
encourage improved environmental standards, as 
distinct from creating wealth, which, I accept, may be 
contrary to it? 

(Mr Eglin) No, we are not an environmental 
agency, we are a trade agency. 


Chairman 


182. Do you see any difficulty with something like 
paper, where, in the UK, increasingly, there are 
requirements either for recycled paper or for a 
proportion of the paper to be recycled? Now, 
obviously, the Canadians are unhappy about that. Do 
you see that as something that is perfectly within the 
rules? 

(Mr Eglin) Can I be clear about what you are 
saying. The requirement that paper shall be recycled 
after it is used is no problem whatsoever. 


183. No, but if a government agency says that it 
will only buy srecycled paper, does that cause a 
problem? 

(Mr Eglin) In all probability, no, because 
government procurement lies outside the WTO. But, 


if I can say, I am not trying to dodge your question, 
there is one area, which is the use of recycled content, 
that is that paper should have 50 per cent recycled 
content before it is allowed to be sold on the domestic 
market. I am not in a position to interpret WTO rules, 
but that could run foul of WTO rules, that could, I am 
not saying it would or it would not, it would require a 
challenge, it has never been challenged. But, there, it 
seems to me, one needs to raise the question, not only 
Canada but Finland is in a position where it has a lot 
of trees and no recycled paper. Finland, in order to 
meet this requirement, therefore, has to import old 
newspapers from Eastern Europe, bleach them, wash 
them, get the ink out of them, in order to mix it up 
with its virgin pulp, in order to sell paper onto the EC 
market; and that could be considered by Finland to 
constitute a measure which is more trade-restrictive 
than necessary. What are the grounds for doing that; 
why, why do you require it? In the EC you can require 
that all paper produced in the EC is 50 per cent, 100 
per cent recycled, there is no problem, that is your 
environmental resources you are dealing with, but why 
should you tell Brazil, or Canada, or Finland, what 
they should put in their paper, do you know enough 
about their environmental circumstances to know that 
is good environmental policy-making? 


Mr Clifton-Brown 


184. The Chairman has given you one example, 
can I give you another example to probe what sort of 
attitude the WTO takes to global environmental 
matters. If you had two countries with rain forests, 
one operating sustainable policies and one operating 
non-sustainable policies, in other words, the rain forest 
was going to disappear, a complaint was made under 
the WTO rules against that country that was operating 
under non-sustainable rules: what would happen? 


(Mr Eglin) Simply about its environmental 
policies? 
185. Correct. 


(Mr Eglin) Nothing, there is no basis for making 
a complaint, the WTO does not have any rules 





186. So there would be nothing to stop that 
country exporting timber and timber products from 
non-sustainable rain forest? 

(Mr Eglin) None whatsoever, under the WTO 
rules, no, none whatsoever. The WTO is only a trade 
contract, it does not have environmental components. 
What we are looking at is how the environmental 
policy-making, which is done either nationally or in 
other international organisations, they have rules, how 
do those rules stick together with the trade rules; it is 
very fragmented, probably it is wrongly fragmented, 
but nevertheless we only have rules on trade, we do 
not have rules on environment. 


187. The consequence of that must be that there is 
no mechanism, through the WTO, to improve 
environmental practice? 

(Mr Eglin) No, as I say, I think there are many 
mechanisms, some of which have not been exploited 
so far. It goes back to the gentleman’s question and 
the answer, I said, which is trade liberalisation. If you 
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want to sustain rain forests, or forests, in other 
countries, how do you do it? At present, and, because 
of the reasons you gave and I agree with, wood is the 
only value of that forest, it is the only commercial 
output from this forest, and wood commands a very 
low price on world markets, it does not reflect its 
environmental benefits, it absorbs carbon, it protects 
biodiversity; now those are services which are being 
provided by that forest country, call it Brazil, 
whatever. Brazil is exporting to us carbon absorption, 
it is absorbing our carbon, and it is exporting to us the 
maintenance of biodiversity, we are using that 
biodiversity. What do we pay for that: nothing; it is 
not valued in any way in the market-place. Now, 
putting that into the market-place, that is an 
environmental service, and, as such, one can make an 
argument, a strong argument, I believe, that the WTO 
should assist, not do it itself, because we do not know 
anything about rain forests, but assist in making 
exports of environmentally friendly services more 
commonly available and better valued on world 
markets. But that is a way to correct it and that is the 
way we can perhaps help. 


Chairman 


‘188. When you started the answers to this group 
of questions, you said that almost every country was 
breaking the rules in some way. (Mr Eglin) Yes. 


189. Presumably, the EU then is breaking the rules 
in some way. Can you give us examples of how the 
EU is breaking the rules, particularly in relation to 
environmental issues? 

(Mr Eglin) No, I really cannot. I am not here to 
say how the EU is breaking rules, if it is. 

Chairman: But it is breaking them. 


Mr Taylor 


190. You have set out some options in relation to 
the treatment of MEAs under GATT; what is the best, 
and why? 

(Mr Eglin) The best is the one that everybody 
agrees to, because of the consensus basis. J am not 
being funny, it is. We have to, between now and the 
end of the year, find a solution which everyone can 
agree to. Two of those options, if—is this from the 
paper that I did? 


191. This is the 1994 GATT document. 

(Mr Eglin) Well, there are two options which are 
already available. One is, we do nothing and just leave 
it to dispute settlement, because that is a pure ex post 
approach, we would leave things as they are, there has 
never been a dispute so far, where is the problem; and 
the answer would be, leave things as they are, if there 
is a dispute we will handle it through dispute 
settlement. The second option is a waiver; again, a 
waiver is available, it is there already, the rules are 
already there, we do not need to do anything to 
implement that option. So those two are already there. 
The third one, and the one onWhich proposals are now 
being made, one by the EC, is to amend the WTO 
tules, as they currently stand, and it would be amended 
to allow more discrimination into the system, but 


under certain circumstances, with certain criteria 
attached to it. Best/worst; I am not in a position to 
say what is the best. If one can find an 
accommodation that all WTO members can agree to 
through that approach then all well and good, but what 
you are asking countries to do, and this has to be 
recognised, the difficulty of getting that solution 
through has to be recognised, I think, is countries with 
large forest areas, who may in the future be facing an 
international forest agreement and who may find that 
they do not want to sign that agreement, because they 
may disagree with whatever element of it, not 
necessarily with the problem of forest depletion but 
because they do not accept the terms of the agreement, 
may not wish to join it. Now, at the end of this year, 
what they may be doing is saying, “I give you now the 
right to hit me round the back of the head with a 
pickaxe handle, because I wont sign your forest 
agreement, even though I have a lot of forests”, so they 
think very carefully before they open the system up to 
being discriminated against to a greater degree than is 
possible at present. 


192. If you look at the issue of trade restrictions 
on MEAs, which links in to that, in 1992 the GATT 
Report on Trade and Environment, I quote from it, 
said: “It is not clear that such departures from the 
non-discriminatory principle are always necessary to 
achieve the environmental goals of the Environmental 
Agreement.” Is that something you stand by, from 
your comments? 

(Mr Eglin) Yes. 


193. The difficulty I have is what expertise does 
the WTO actually possess to judge how environmental 
goals are fulfilled, in that context; in other words, you 
are questioning the environmental need for them but 
you are also saying that the WTO does not have that 
expertise? 

(Mr Eglin) No. I think you have got to 
differentiate, too, the meanings of necessity. You can 
tell me that it is mecessary that we phase out all 
production and consumption of CFC gases, 
ozone-depleting substances, over the next ten years; it 
must be done. I could not agree with you more. How 
you do it, through trade policy, then you have a choice, 
either you say everybody who has signed the 
agreement can do it over ten years and those who have 
not have got to do it now, or you can say everybody 
can do it over ten years, whether you have signed the 
agreement or not. And, from the point of view of 
trade policy-making, the effects of trade policies, it is 
a comment about what are the effects of trade 
restrictions or trade policies, it is not at all clear that it 
is necessary to ban from some now, while you are 
allowing everybody else to phase that over ten years. 
The necessity comes more from the political aspect, 
which is, if you want to force them to sign the 
agreement, you have got to hit them with something 
harder than giving the same terms you are giving to 
everybody else, but that is not an environmental 
question, that is a political question. 


194. Quite; so you do have the expertise to look 
at that. Do you accept then that the threat of the GATT 
challenge has impeded negotiation on some MEAs, I 
mean climate change, conservation of Atlantic tuna? 
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(Mr Eglin) No, not at all; indeed, if you look at 
the decisions that were taken under the Montreal 
Protocol and the Basel Convention in the last six 
months it is patently clear that it has had no chilling 
effect on the use of trade restrictions; they are there, 
there have been major new trade restrictions 
introduced. 


195. Do you accept that the trade restrictions on 
the Montreal Protocol were essential to its success? 

(Mr Eglin) Let me answer in the following way. 
Trade, how often have you ever been offered, or seen 
in a shop, an Indian refrigerator: is trade the problem, 
or is it the fact that India produces refrigerators and 
air-conditioners for the domestic market of 800, 
whatever it is now, 900 million people, and you are 
not affecting their production for the domestic market 
at all, through the trade policy, you are preventing 
them from selling refrigerators and air-conditioners on 
world markets, but you are not affecting their ability 
to produce the domestic market. So, you said, if I 
remember your question was, are they essential; I 
would have doubts about that. 


196. You would have doubts; but the question I 
just asked was did you accept that the trade restrictions 
on the Montreal Protocol were essential to its success? 

(Mr Eglin) You do not have to ask me, you can 
read the Report of the Economic Options Committee 
of the Montreal Protocol, and there it says it is 
ambiguous, the 1994 Report, they say it is not clear 
whether they were necessary or not. 


197. So you think that were that not the case we 
would have that many countries signed up? I find that 
very hard to believe? 

(Mr Eglin) And I think there is plenty of evidence 
for that; you should talk to somebody from the 
Montreal Protocol. But there is plenty of evidence that 
what made countries sign was the offer of financing 
under the Montreal Fund, not the threat of trade 
restrictions. Because they will say, in India, “What is 
the threat of trade restrictions to a country that does 
not export refrigerators?”’. 


198. Let me look again just at the question that I 
started with, which is the options that are available. 
There appears to be a particularly cautious approach to 
amendment of GATT Article XX, to provide an 
“environmental window”. What considerations lead 
you to take that view, why are you so cautious about 
that particular one, because it seems to be the clearest 
legal position, which is something the WTO likes? 

(Mr Eglin) The clearest legal situation; the 





199. A formal Amendment? 

(Mr Eglin) Why should one be cautious: one 
should be cautious about introducing, or undermining, 
the absolute bedrock of the trading system, which is 
non-discrimination, and what you are talking about 
here is, whether it is Article XX, or whatever it is, 
allowing countries to discriminate, to a greater extent 
than they can already, against others. That is absolutely 
playing power politics. The US has not signed the 
Basel Convention; do you honestly believe that 
anybody can threaten the US with trade restrictions 
and the US will say, “Okay, I’ll sign the Basel 


Convention’? It allows big to hit small, it does not 
allow small to hit big. 


200. But there are exceptions already. 
(Mr Eglin) To? 


201. For example, prison labour. 
(Mr Eglin) Sorry, exceptions to what? 


202. To general trade. 
(Mr Eglin) To discrimination; yes, Article XX, is 
a list of general exceptions, yes. 


203. And why not this one? 

(Mr Eglin) I have just said why I think you need 
to be very cautious, I am not saying “not”; it is not for 
me to decide, it is for governments to decide. I think 
that the reason why many governments are very 
cautious about amending Article XX is because it 
allows more discrimination into the system, and those 
who are very cautious are naturally those who think 
they will be hit by it. 


204. I want to turn to the issue of PPMs. There is 
a view that trade measures based on PPMs, rather than 
the character of the product itself, are inconsistent, 
because of the existing interpretation of GATT. Do 
you think there is any room for flexibility on that? 

(Mr Eglin) It is only one sort of PPMs. Any input 
incorporated into a product is perfectly okay, under 
the GATT. 


205. Sure; I understand that. 

(Mr Eglin) An unincorporated input; for the time 
being, there is no flexibility, I do not believe, 
anywhere in the WTO provisions, to allow a 
differentiation to be made at the border, on the basis 
of unincorporated inputs. 


206. Let me give you an example then of where 
that might matter, on the environment. We have got 
the Biodiversity Treaties; supposing that a particular 
species was directly threatened by a change in, say, 
agricultural production, to give the clearest example, 
under world trade, say, rice farming in one country 
was uncompetitive, was being wiped out, but that 
particular production method was vital to the 
continuance of a particular species, and you can see it 
at home with corncrake, I guess, you could argue, but, 
say this was purely related to rice production in a 
particular country, this particular species; the evidence 
is that that species will be extinct if the rice production 
is not maintained there. The country wants to 
undertake a trade measure to protect, therefore, its rice 
farming, it is saying that this production, or another 
country is saying that there should be some 
discrimination in favour of this, in order to protect 
that habitat. 

(Mr Eglin) ‘That is fine; you open new markets. 


207. But there is not demand because it is 
uncompetitive. 

(Mr Eglin) Subsidise it; subsidise consumption of 
it. 

208. The home country? 

(Mr Eglin) There are a dozen ways of getting 
there. I am not sure that is a very good example. 
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209. Okay, look, we will try a different example. 
On the tuna decision; supposing the dolphin species 
was endangered, there was actually a specific species 
of dolphin endangered by this process. 

(Mr Eglin) Then you would need an international 
agreement to protect the endangered species. 


210. But the extinction is immediately threatening. 

(Mr Eglin) Okay, but, I mean, one country, even 
though it is a major market, banning imports from you 
does not mean you cannot sell it elsewhere. Mexico’s 
tuna production has not suffered greatly from the US 
embargo. 


211. Yes, but US trade sanctions might affect that 
decision, might well affect that decision. At the 
moment, you are saying that there is no room, WTO 
will intervene against, unless an_ international 
agreement is set up, that a species may be directly 
threatened; that appears to be in conflict with the 
Biodiversity Agreement? 

(Mr Eglin) Let me see whether I can go back and 
start from the beginning. The WTO says one country 
somewhere else cannot take decisions on what you do 
about the protection of environmental species in your 
country, crudely put, outside the context of a 
Multilateral Agreement; this is a Multilateral 
Agreement, and other rules prevail perhaps, but one 
country cannot go around telling others what policies 
or practices they must or must not adopt in areas which 
have got nothing to do with trade. That is what we 
are saying. 


212. So, in other words, you are saying that the 
WTO would always rule on that basis, even if that 
appeared to lead directly to the extinction of a species? 

(Mr Eglin) That is what the current rules say. 


213. And that appears to be in conflict with 
biodiversity, and that appears to suggest that you need 
a fundamental change, to allow that kind of exception? 

(Mr Eglin) What I am having difficulty with is this 
biodiversity business, because why is it in conflict, 
there is a Biodiversity Agreement. 


214. The Convention says that we have got to 
maintain species? 
(Mr Eglin) Yes. 


215. In this case, the species is directly 
threatened? 

(Mr Eglin) Well then, I agree, under the 
Biodiversity Convention, I will agree to protect 
species, and if I do not you can get at me through the 
Biodiversity Convention; the WTO does not get into it. 


216. How do you mean, “get at” you? 

(Mr Eglin) There are rules, there is financing 
available, there are, if not now then in the future, 
methods of dispute settlement, within that. 


217. But if trade sanctions are the only route? 

(Mr Eglin) That is fine, if it is between members. 
If I have signed the Biodiversity Convention, you have 
signed it 

218. No. 


(Mr Eglin) Ah, well, then you are back to your 
non-party, you are back to your country, which is 





not—what you are saying is, if you cannot persuade, 
in the environmental negotiations, countries that this is 
good for the environment, then hand it to the WTO 
and let the WTO do it. 


219. No; we may take some action but the WTO 
is going to stop that action happening, is it not? 

(Mr Eglin) Yes; so you are saying, now, change 
the rules. 


220.4 Yes. 

(Mr Eglin) Yes, but then why do you believe you 
can get a consensus in the WTO to change the rules to 
allow that to happen when you cannot get a consensus 
in your Environmental Agreement to do it in the first 
place? 


221. If you do not think the rules should be 
changed, that certainly will not help there? 

(Mr Eglin) Me; well, what I think quite honestly 
does not matter. 


222. Iam just trying to see whether there is a need 
for a change, not whether there can be consensus for 
it? 

(Mr Eglin) Yes, exactly; well, what I see—— 

223. Do you think there needs to be a change 
then? 

(Mr Eglin) What I think does not matter. I am not 
the one who writes the rules. We service governments, 
and governments, all I can say to you is, for the time 
being, a lot of governments do not believe there is a 
need to change the rules. 


224. So if the WTO does not do it, who does it, 
who makes that environmental assessment of need, the 
need for urgent action? 

(Mr Eglin) The environmental ministries. 


Chairman 


225. I think we need to move on, but could I just, 
while we are on the process production methods, ask 
about ecolabelling, does that give you any problems, 
or World Trade any? 

(Mr Eglin) Voluntary ecolabelling, not at all. The 
trade system is there. Ideally, for us, the least trade 
restrictive measure is the one which allows all products 
to get on the shop shelf and then the consumer can 
choose. So if you impose voluntary ecolabelling you 
allow certain products, labelled, whatever the criteria, 
by and large, there is no problem whatsoever; you 
should allow opportunities for foreign products to be 
labelled, one would presume you would do that, but, 
you know. 


Mr Gerrard 


226. You have emphasised, time and time again, 
in your evidence, the importance of consensus in 
WTO; what actually happens then, what do you do if 
someone does break one of the WTO rules, what are 
your mechanisms for enforcement? 

(Mr Eglin) Dispute settlement. There is no 
policing system, nobody is looking to see whether you 
are or you are not breaking the rules, other than all 
your trading partners. 
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227. I understand that you depend on a complaint 
being made, but then suppose the dispute settlement 
does not reach an agreement, is there any effective 
action you could take, through the WTO, if someone is 
simply breaking the rule, or refusing to acknowledge, 
through the dispute settlement, that they need to 
change whatever they are doing? 

(Mr Eglin) Theoretically, yes; the countries which 
believe they have been harmed, by whoever this one 
is that is doing wrong and not obeying the rules and 
will not bring their policies into line with it, can 
retaliate, but that, in practice, does not mean much. 
Panama retaliating against the US is not the same as 
the US retaliating against Panama; so you are back to 
big/small there. The reality is that big and small still, 
of course, do have an effect, but consensus is, 
nevertheless, and has been proved, and on environment 
it will not be possible for the OECD countries, even 
with a handful of developing countries, to move 
against clear opposition from a group of other 
developing countries, on any of the issues that we have 
on the agenda on Trade and Environment, we need 
consensus. 


228. So, in theory, you have got enforcement 
powers but, in practice, they are rarely going to be 
used; is that right? 

(Mr Eglin) Retaliation; 
retaliation, very rarely, yes. 


the enforcement of 


229. So how is this any improvement on the 
GATT? 

(Mr Eglin) 1am not sure it needs to be. We had, 
in GATT, in total, I think, 460 disputes, of which 440 
were resolved, the dispute was settled by a finding, 
which was obeyed by the country, the country changed 
its policies. In the vast proportion of cases, countries 
do stick to dispute settlement findings. 


230. Do you think that is still happening? 

(Mr Eglin) It is early days, we have only had one 
dispute so far, which has actually come to a finding so 
far, it is Venezuela and Brazil against the United 
States; the United States has lost the dispute. We will 
see what the US now do. But, yes, I do believe it will 
continue, because it is in everybody’s interests for it 
to do so. If a major WTO member were to flagrantly 
ignore all of the dispute settlement and enforcement 
powers of the WTO, it would be the end of the WTO. 
What would be the value, why sign rules if the big do 
not obey them; which is the problem with 
unilateralism, as well, the problem you were 
mentioning before. 


Mr Taylor 


231. Could I just come back to the issue of how 
you involve others, in this case, to what extent do you 
consult with environmental experts, UNEP, 
organisations of that sort; when you have got an issue 
of a conflict between trade and environment 
objectives, do you bring them into that process? 

(Mr Eglin) Yes; you can speak to my colleagues 
from UNEP—yes, you will—and UNCTAD, and so 
on. Very honestly, the problem is not at the level of 
international _secretariats, or  secretariats of 


international organisations. First, we do not have the 
competence or the power to do anything; and, 
secondly, we work very well together. The problem 
lies at the level, and this is not pointing fingers at the 
UK or the EC, necessarily, but at the level of national 
governments, where’ trade ministries and 
environmental ministries have not yet found a way to 
produce a co-ordinated, co-ordinated national position 
on trade and environment, and if you cannot do it at 
the national level you will have all sorts of difficulties 
in doing it at the multilateral level. Once you bring it 
into another forum, where there are other countries 
with other interests, you increase your problems. 


232. That is interesting, but it is not what I asked. 
(Mr Eglin) You asked about co-operation with 
UNEP; yes, we would fu 


233. No; I asked whether you brought them in to 
advise, where you had an issue of trade conflict, on 
trade and the environment? 

(Mr Eglin) We do not look at issues of—oh, in 
disputes, ah, I beg your pardon. It has never been 
done, because we have never, well, some would say 
never, we have had very, very few environmental 
disputes. In the case of tuna/dolphin, which is the 
most obvious and renowned, nobody questioned 
whether dolphins were an endangered species, the US 
did not declare they were so, it said simply it was to 
protect dolphins. 





234. What about one of the most recent issues, just 
been resolved, on 

(Mr Eglin) Reformulated gasoline nobody 
questioned. The panel did not question the 
environmental objectives or policies of the US, the 
Clean Air Act was not brought into question. All that 
was brought into question was how do you implement 
the averaging of the refining of petrol; they are saying 
gasoline in certain—you want to know the story 
of—-— 





235. We have not got time for details, but you do 
confirm anyway that there was consultation. 

(Mr Eglin) We are not an environmental body, 
so, yes. 


236. Can I just finally, just relating back to the 
question I asked earlier, where I asked what 
involvement by international organisations, such as 
UNEP, was, I understood that the CTE did not allow 
UNEP to attend meetings, even as observers, so the 
CTE of WTO did not allow UNEP to attend and, 
indeed, that they have had difficulty getting hold of 
documents. Now, they have said that to us, and we 
will ask them later, but that is not the case? 

(Mr Eglin) Absolutely not, and UNEP has been an 
observer throughout, since 1991, in all of the—— 


237. At the CTE? 

(Mr Eglin) Yes, and the previous GATT Group on 
Environmental Measures in International Trade, and so 
has, as I say, the UN, the World Bank, the Commission 
on Sustainable Development, the UN Commission on 
Sustainable Development, and so on. 
Intergovernmental organisations, there is a limit; 
governments get rather irritated when they see 
international civil servants observing other 
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international civil servants working, so there are limits 
on how many intergovernmental organisations they 
want. 


238. Or at what meetings? 

(Mr Eglin) No, at all meetings. The only area in 
which there are no observers is dispute settlement; 
everywhere else, the FAO observe the Agriculture 
Committee, the International Maritime Organisation 
observes the Services Committee, and so on. No, we 
have intergovernmental organisations all over, and 
always have; there has never been a problem. 


Mr Thomason 


239. The truth is that trade and the environment is 
not going to make much of a spot on the agenda for 
the Singapore Conference, is it? 

(Mr Eglin) It will be one of, I think, probably five, 
it will be one of the five major issues there, yes. 


240. But it is going to be at the bottom of the list? 
(Mr Eglin) No. 


Chairman 


241. What is going to be at the bottom then? 
‘(Mr Eglin) I would not care to say what was going 
to be at the bottom, but this will not be at the bottom. 


Mr Thomason 


242. But it is going to be squeezed by other issues, 
like trade and labour, is it not? 

(Mr Eglin) No. I think, there, you have probably 
got your bottom item. No, it will be squeezed by, I 
think, two other issues, in the sense that priorities will 
be in other areas. One is implementation of the 
Uruguay Round, we are two years into it; 
Governments are living up to what they committed 
themselves to, and that is the absolute bread and butter. 
If we are not implementing the Uruguay Round, what 
is the point of talking about trade and anything. The 
second one is regionalism, to what extent are the new 
regional initiatives compatible with multilateral 
approaches. And there is possibly a third one, which 
is accessions, you know that the GATT only has, I 
think, 120 members, China is not a member, Russia is 
not a member, and so on; those countries have 
requested accession and a lot of attention will be paid 
to why is it taking China, for example, so long to 
accede. But, there, you will have trade and 
environment. It is being taken very seriously; I know 
it is hard to convince 





243. Could you tell us about five issues, I think 
you said, did you not? 
(Mr Eglin) Yes. 


244. And you told us the first three priorities, you 
told us that trade and labour might be below, so that 
implies that environment is coming in at about 
number four? 

(Mr Eglin) No, nos’ new _ issues, _ no. 
Implementation is the priority. Accessions will be an 
important issue. The question of regionalism will be 
an important issue. Trade and the environment will be 


an important issue. I do not care particularly to put 
them one, two, three. I put implementation, one, and 
thereafter you can put whatever pecking order you 
want. 


245. What would you hope would be the outcome? 
(Mr Eglin) In Singapore? 


246. In Singapore, on trade and environment. 

(Mr Eglin) I would hope we can get results on six 
issues, I would hope that we get a renewed agenda. 
First, we have to all agree that the Committee 
continues working, there is no agreement this thing 
goes on beyond December, so I would hope we will 
get an agreement the Committee continues, we will 
get clear results in six areas, including the Multilateral 
Environment Agreement area, we will have a 
much. 





247. Remind us very quickly what the other five 
areas are? 

(Mr Eglin) Ecolabelling, domestically prohibited 
goods, transparency of environment measures and 
trade measures, Multilateral Environment Agreements, 
trade liberalisation, because I think there are some 
important areas where we have tariffs, or trade 
restrictions, which are doing environmental harm, and 
trade and services, we need to clarify the link between 
the trade and services agreement and the environment. 
In those six areas, there is no question that, technically, 
technically we can get results, politically, we will have 
to see, but technically we can get results; on some 
issues we will not, and therefore we need a new work 
programme going on beyond Singapore, and I hope 
that we will get that in Singapore too. It would also, 
I think, be very, very healthy for there to be a much 
closer collaboration demonstrated in Singapore 
between trade ministries and environment ministries, 
such that the future programme can go on without the 
kind of looseness of co-operation and collaboration, 
co-ordination that we have had in the past. So I am 
hopeful for Singapore and, indeed, optimistic for 
Singapore. 


Chairman 


248. As far as Singapore is concerned, there is a 
chance that you will either have a fairly tired US 
administration, having just gone through its election 
campaign, or you will have an interim, with a new 
administration coming in. It is going to be quite 
difficult for the United States to give a lot of lead and 
dynamism to the Singapore Conference; from where is 
the sort of driving force going to come to get things 
fixed? 

(Mr Eglin) We have proposals now on Multilateral 
Environmental Agreements from the EC, from New 
Zealand, and we are expecting proposals from two 
other delegations. You know more about politics than 
I do. I am not quite sure that these six issues would 
play big in US politics, in any event, so whether the 
US is in a position, or can or cannot take decisions on 
them in Singapore on those issues I am not sure would 
be influenced to a great extent by the election 
campaign. I do not think the US is in a position where 
it is showing no leadership, it is in a position where it 
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(Chairman Cont] 

is probably being rather careful what it does. We are 
not concluding the Uruguay Round this summer, 
which probably could be an election issue. We need 
to make advances in certain important but rather 
technical areas, and these can be kept out of politics, I 
do not see why they would need to play any part in 
that; but we have plenty of others to make the running 
on those issues. 


249. Do you think the EU has got its policies 
together then effectively? 

(Mr Eglin) 1 think that there has been an enormous 
improvement over the past, during the period we have 
been working on it, and we probably came late to this 
issue, so probably the improvement is older than that, 
in the design of environmental policy-making and 


co-ordination of environmental policy-making with 
trade policy-making. I think more needs to be done 
on both sides; it is a very awkward and unbalanced 
situation. We come out with this, with the Uruguay 
Round concluded and fixed rules, and immediately 
everybody starts throwing bricks at us and saying, 
“Well, the rules are wrong, here, there and 
everywhere.” On the environment side, there is still 
an agenda which is very broad, which in many respects 
is not finished and which is moving, and it is hard to 
put a moving agenda in alongside a rather fixed one; 
but it can be done. 

Chairman: Right; well, on that perhaps hopeful 
note, can I thank you very much for your evidence. 
You have been very helpful indeed. Thank you. 
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Memorandum by UN Environment Programme (WTE 34) 
WORKPLAN ENVIRONMENT AND TRADE UNIT 
A. TRADE 
Introduction 


The objective of the trade programme is to promote “mutually supportive trade and environment policy”. The 
strategies for achieving this objective consist of first building knowledge in the environmental community of 
the trade community, rules, objectives, etc., and vice versa and participating in policy formulation on both sides 
to promote consensus and unity of purpose toward sustainable development. Second we with to strengthen the 
ability of the developing countries, particularly from the environmental side, to participate in trade and 
environmental debates. Therefore our activities concentrate on promoting dialogue, bringing substantive strength 
to the debates and capacity building. 


Activities 


1. Briefing session. Two informal afternoon briefing sessions on “The Trade and Environment Interface: 
MEAs and the WTO”. Dates 20 and 22 February 1996 (see Item 7 in Plan of Action for greater detail). The 
content of the briefing sessions will be published as a sort of guide to the trade world for environmentalists 
and distributed widely among convention secretariats, environmental officials in governments (particularly in 
developing countries), NGOs in all parts of the world, UNCTAD and UNDP, the substance of these briefings 
will be published and widely distributed within the environmental communities in governments, NGOs and 
interested parties. 


'2. Initiation and contracting of substantive work on MEAs. Launch meeting of the UNEP Trade Working 
Group on 19 March 1996. The work will commence immediately thereafter, according to Items | and 2 of the 
Plan of Action). The Working Group will meet again in June to review the work. The Working Group will 
consist of institutions from developed and developing countries in a “twinning” process in order to maximise 
capacity building and ensure that the developing country perspectives are adequately represented. 


3. The publications will be ready for distribution by August 1996 and available to UN agencies, NGOs and 
particularly delegations as they prepare their positions for the Singapore meeting. Additionally the publications 
will be available to delegations to existing and future Conferences of Parties as they negotiate further MEAs. 
Please note that these items are subject to obtaining sufficient funding, which seems fairly likely. 


4. Submission of a (probably written only) intervention to the stocktaking meeting of the WTO Committee 
on Trade and Environment, 26-28 February 1996. The FIELD (Foundation for International Environmental Law 
and Development) will be contracted to assist us in this preparation. 


5. Ongoing participation in the WTO Committee on Trade and Environment, the OECD Joint Session on 
Trade and Environment, and the UNCTAD Ad Hoc Working Group on Trade, Environment and Development, 
we will also participate in some way in the UNCTAD IX Conference, although the details of participation need 
to be finalised. 


6. Possible High Level/Ministerial Meeting of Trade and Environment Ministers and Officials, around 
September 1996. This activity is subject to adequate funding and support from governments, the intention is to 
bring together environment and trade ministers to promote the development of environmentally responsible 
positions at the Singapore meeting. 


7. Participation in the Singapore Ministerial meeting, December 1996. As it seems likely that the Committee 
on Trade and Environment will be kept alive in some form or other, it may be appropriate for us to go there 
with some proactive suggestions. 


8. Studies on the effect of potential changes in consumption patterns in the North, on trade particularly from 
supplier countries in the South, will be undertaken subject to funding, which seems fairly likely at his time. 
These studies will also be published and widely distributed. 


9. In such a dynamic environment, it is not possible at this time to set priorities for 1997. The clearest 
likelihood is to work on and promote some reform of the dispute resolution process in the WTO to reflect and 
allow representation by the environmental community in reviewing environmental-related disputes, and extensive 
work on the environmental impacts of regional trade agreements. 


10. In view of the significant ongoing demand for the Environment and Trade Series of publications, a 
project proposal is under preparation for the continuation and reprinting of this series. This series plays an 


important role in capacity building and information exchange, and if funding can be found, could contribute 
significantly to our goals. 
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11. Two workshops are scheduled for July 1996 in collaboration with RoE. One on the use of economic 
instruments for the management of water resources will focus on the Caspian/Aral Sea region, and another will 
focus on capacity building in trade and environmental in another part of the CITs. 


12. We also intend a capacity building programme, aimed at negotiators of MEAs, particularly from 
developing countries and CITs. The intention is to build their knowledge of all trade issues relating to potential 
use of trade measures, use of other policy mechanisms, and impacts thereof. The method of implementation will 
be to produce appropriate documents for each negotiating forum, beginning with the CoP for Biodiversity later 
this year, as well as holding trade workshops at or directly preceding the actual negotiations. We intend to 
attempt to raise funds for this programme, and treat it as a high priority, as it is in direct implementation of our 
governing council mandates. 


B. Eco-LABELLING 


Our objective here, in promoting the use of tools such as eco-labelling in improving environmental 
management, is to facilitate the participation of developing countries in such schemes and to look for positive 
ways to overcome potential negative trade impacts. 


1. Meeting of the UNEP Expert Group on Ecolabelling, 15-17 April, 1996 in Helsinki, Finland. This group 
will undertake substantive work that will also feed into the meetings of the WTO Committee on Trade and 
Environment, and the OECD Joint Sessions. Subject to obtaining funding (at this stage uncertain), a substantive 
publication promoting modalities for collaboration between consumer and supplier countries regrading 
equivalency and mutual recognition will be widely distributed. 


2. Successive meetings of the group will be held, subject to the availability of financing. 


C. FINANCING 


Our objective here is twofold. First we wish to participate in and promote the development of new and 
innovative financing mechanisms for use by governments, both in terms of development assistance and in terms 
of what instruments developing country governments can utilise to attract capital to environmentally responsible 
investment. Second, recognising the significant and growing role played by private capital, we wish to promote 
the development of greater environmental responsibility within the private financial services sector. 


1. The Unit will provide support to the CSD process by participating in the Third Expert Group meeting on 
Financial Issues of Agenda 2], to be held in Manila on 6-8 February 1996, and the Ad Hoc Intercessional 
Working Group meeting in New York 4-8 March 1996. A brief policy presentation will be prepared for 
presentation and discussion at Manila. 


2. A Round Table workshop on Insurance and the Environment will be held in London on 20-21 May 1996. 
Another Round Table will be scheduled for 1997. 


3. A Banking Round Table will be scheduled for late 1996, probably in the Western Hemisphere. It is hoped 
_ to engage the ROLAC region as well as RONA in this initiative. 


4. A Western hemisphere Banking Advisory Group will be formed, and launched around June 1996. A 
project on surveying current practices for incorporating environmental information in the activities of rating 
analysts is under discussion and intended for implementation later this year, in conjunction with RONA. 


5. A Banking Advisory Group will be formed for the Asian Region. A project to build and enhance capacity 
for incorporating environmental information in investment decision making in the Asian region will be 
undertaken, in conjunction with ROAP and various institutions in Eastern Asia. The objective of this project is 
to increase the environmental responsibility of investment processes in the emerging economies of East Asia 
Funding for this project is being arranged with the Dutch Government and is subject thereto. 


6. A project for the development of an electronic newsletter to facilitate information exchange on 
environmental matters within the financial services communities is under preparation and is also subject to 
funding. 


TRADE AND ENVIRONMENT UNIT 


PLAN OF ACTION FOR WORK RELEVANT TO THE AGENDA OF THE WTO COMMITTEE ON TRADE AND ENVIRONMENT 


1. Empirical work on MEAs. This will constitute a sort of “interim review” of the relevant MEAs looking 
specifically at trade and economics related issues: 

Each review, of the Montreal Protocol, Basel Convention and CITES will review the following issues, 
separately for specific trade issues, and for trade measures taken pursuant to and in furtherance of the objectives 
of the MEA: 
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(a) a description and analysis of the nature of the measures taken (especially in the case of measurers 
taken pursuant to), including the relationship between the measures and the environmental objectives; 


(b) the effectiveness of the relevant measures in achieving the environmental objectives of the agreement 
(or an attempt to develop a methodology and consistent framework for); 


(c) review of potential for other policy measures (including incentive measures) to enhance and 
complement the effectiveness of the trade measures; 


(d) an estimation of the distributional impacts of compliance costs of implementing the agreement and 
other economic impacts not strictly related to competitiveness; 


(e) the competitiveness/market access impacts of implementing the agreement, reviewed both in the 
short and long terms; 


(f) the use and effectiveness of positive measures to ameliorate negative distribution of impacts. This 
will include analysis of transitional costs and the use of transitional measures; 


Out of the synthesis of the reviews a potential for developing general principles that MEA negotiators may 
wish to consider in their negotiations, may emerge. 


2. Potential use of specific trade measures and trade measures taken pursuant, in newer MEAs and MEAs 
still under negotiation, under the above headings, but also reviewing the potential compatibility of those measures 
with the GATT rules, including: 


(a) The Convention on Biological Diversity. 

(b) The TRIPS Agreement, especially in relation to articles 15 and 16 of the CBD (Item 8). 
(c) The FCCC. 

(d) The PIC convention (see CBD above). 

(e) The proposed Protocol on Biosafety, within the CBD. 


3. The potential for reform of the dispute resolution process within the WTO, in respect to disputes brought 
by non-parties to MEAs, as well as the issue of appropriate fora for disputes between parties under various 
circumstances. (Item five). : 


4. The potential for use of Border Tax Adjustments under the FCCC. Potential competitiveness impacts, 
and related issues. (Item three). 


5. Proposal for amendment to Article 20, or an understanding, etc. Intervention to be prepared. This will be 
contracted to FIELD to prepare a draft for consideration. The substance will also be used for Mr Alders to make 
a very strong stand to the UK House of Commons Environmental Committee hearing scheduled for 14 February. 
That event has the potential to garner substantial support for UNEP. 


6. Paper on transparency in MEAs and environmental regulation, e.g., eco-labelling, mere notification is not 
enough, etc., (Item four). The issues of equivalency and mutual recognition will also be addressed, and a process 
developed to promote negotiation of eco-labelling terms and implementation modalities between consumer and 
supplier countries. This activity will form the focus of the UNEP Expert Group on Eco-Labelling. The 
publication will be widely distributed in the same fora as the work on MEAs. 


7. Two afternoon informal briefing sessions on: “The Trade and Environment interface. MEAs and the 
WTO will be held in the week 19-23 February (exact dates to be announced). These will be open sessions 
especially targeted at UNEP offices, UNCTAD, the convention secretariats, and other interested parties. The 
objective of these briefings is to enhance the in-house (and other) level of knowledge concerning the GATT 
rules, the WTO and how it operates, the mechanisms used by WTO in terms of dispute resolutions, etc., and 
the potential implications for MEAs. This particularly relevant now following the Venezuela panel decision, 
being the first of the WTO. The idea is to promote a more positive dialogue between the environmental and 
trade communities, and the corner of productive dialogue being greater knowledge and transparency.” 


Memorandum of Evidence for the Environment Committee of The House of Commons 


1. Interrelationships and conflicts between the liberalisation of trade and the protection of national and global 
environment 


7 

To consider the trade and environment interface from a trade perspective, it is necessary to briefly outline the 
theory of trade liberalisation upon which the current trade regime is based. Trade liberalisation theory rests 
largely on the assumption of comparative advantage. That means when countries specialise in the production 
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and exploration of certain goods where they have a comparative advantage, e.g., better access to natural resources 
or lower wages than other countries, overall efficiency is achieved on an international scale. Trade restrictions 
are considered to cause inefficiency because they disrupt the full exploitation by each country of its comparative 
advantage. There is certainly no doubt that free trade provisions have benefits for the global economy. However, 
in the absence of an appropriate institutional framework to ensure that environmental costs are incorporated into 
the trading process, the environment will increasingly suffer. 


Another problem in the context of free trade arises from the need of environmental protection. Environmental 
protection can be addressed by increasing environmental regulation and this regulatory approach can have 
impacts on the competitiveness of a sectors and nations on the world market. 


Environmental protection measures can affect comparative advantage derived from environmental factors, for 
example, from abundant natural resources or high pollution tolerance. Environmental protection demands that 
certain standards are adhered to, placing restrictions on pollution levels and on the methods and amounts of 
resource extraction allowed. Although this will often offer higher returns over the longer term for institutions 
that have the capacity to adjust, in the short run there might be some problems which have to be taken into 
account sériously, particularly for developing countries which do not have the same access to resources and 
technology. 


With respect to trade and environment two problem areas can be identified. First, distortions of free trade 
through subsidies of which some of them have negative impacts on the environment. In many cases governments 
are effectively subsidising the use of non-renewable sources for power generation, as well as consumption. 
Second, social and environmental costs need to be internalised for markets to reflect the true cost of resources 
consumed. 


Thus, under certain circumstances, environmental protection measures may be in contradiction or in disorder 
with free trade rules. On a general level, environmental protection may impact on the scope and amount of trade 
but this may vary in the long run because countries will adjust their economies to changing regulations. 


2. Roles and achievements of international organisations, and in particular the WTO, in integrating trade and 
environmental objectives 


The WTO established in April 1994 at the Ministerial Meeting in Marrakesh and entered officially into force 
in January 1995, will facilitate the implementation of trade agreements reached in the Uruguay Round basically 
moving toward a system of trade liberalisation. 


GATT/WTO was not designed with environmental protection in mind, nevertheless with the completion of 
the Uruguay Round, national environmental standards are now taken into account in relation to their impact on 
trade under multilateral trade rules. A full WTO Committee on Trade and Environment was established, as a 
successor to EMIT, by the Ministerial Decision on Trade and Environment also adopted in Marrakesh in 1994. 
The Committee will submit its report for the Singapore WTO Ministerial meeting in December 1996. Even after 
mentioning the recognition by the WTO of its responsibility to address environmental considerations in 
developing and administering trade rules, it is important to stress the evidence that the environmental expertise 
is still outside the WTO. This is simply the acknowledgement of the different mandate with which WTO is 
moving forward. 


The United Conference on Trade and Environment (UNCTAD) is also playing a relevant role in the integration 
of trade and environmental objectives. In this context an “Ad Hoc Working Group on Trade, Environment and 
Development” has already met for the third time in November 1995, with the mandate to examine, with a view 
to promoting sustainable development, the interlinkages between trade, environment and development and 
related policies, paying particular attention to the problems and special circumstances of the developing 
countries. 


The OECD’S Joint Sessions on Trade and Environment has also undertaken significant substantive work on 
Trade and Environment issues, and the secretariat collaborates closely with UNEP in this regard. 


UNEP’s work on trade and environment focuses on three policy areas: 1) clarifying the expectation, 
contribution and role of science in the trade-environment debate; 2) UNEP’s interest in legal questions in the 
trade-environment debate; 3) economic issues, primarily aimed at building policy tools to help integrate 
economic and environmental goals. UNEP, with the co-ordination of its Trade and Environment Unit, has 
prepared and published a monograph series of 12 numbers up to now, addressing specific aspects of environment 
and trade questions. (Copies of the publications which are relevant to MEAs were sent to the Environment 
committee earlier. Additional copies can be obtained from UNEP’s Environment and Trade Unit in Geneva). 


In 1994 and 1995 UNEP convened, in close collaboration with UNCTAD, two high-level meetings on trade, 
environment and sustainable development with participation of various developing and developed countries as 
well as a international organisations. The meetings focused mainly on three issues, (i) trade and competitive 
aspects of environmental policies, (ii) international environmental agreements and (iii) strengthening 
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international co-operation in the field of trade and environment. Those meetings called upon UNEP to carry out 
work on Trade and Environment issues, including those related to MEAs. Copies of the meeting reports are 
attached for easier reference. 


The growing understanding of global ecological interdependence and concern has led to the conclusion of 
180 multilateral agreements which address environmental concerns. Among the MEAs which employ trade 
measures as a means to help environmental protection, UNEP provides secretariats or other support for, arguably, 
the most important: the CITES Convention on the illegal trade in endangered species; the Vienna Convention, 
Montreal Protocol and subsequent amendments to the Protocol; the Basel Convention on the Transboundary 
movement of hazardous wastes and their disposal; the Convention on Biological Diversity and its planned 
protocol on biosafety. 


The interface between environment and trade is an important area of interest for UNEP, and an area in which 
UNEP can make a significant contribution on the basis of its experience and its mandate to bring environmental 
issues to the global table, this together with co-operative action at the multilateral level and a stronger process 
of policy co-ordination. UNEP is in the problematic situation of not being host to an intergovernmental forum 
on Trade and Environment as UNCTAD or WTO are. Therefore, it is UNEP’s role to influence and feed into 
the debates on trade and environment issues in the intergovernmental meetings of other organisations. UNEP 
continues to work on trade and other economic instrument to integrate environment and economics and make 
them mutually supportive. This is what sustainable development is all about. 


3. Determine the circumstances under which trade restrictions are an appropriate means of achieving 
environmental goals, and those circumstances under which alternative strategies might be more appropriate 


The way in which trade measures are incorporated into MEAs varies greatly. If you look at the manner in 
which trade measures are implied into environmental conventions you can see several types of trade provisions. 


(A) Measures incorporated directly into the MEA. These may apply between parties or between parties and 
non-parties: They include: 


— Prior information types of restrictions, which is the case for the Basel Convention where trade 
restrictions which subject the import and export of particular substances to a regime of preconditions 
which must be met in order that trade be considered legal. 


— Trade measures to promote compliance. An example for this is the Montreal protocol under which 
explicit provisions regulate trade between Parties and non-Parties. The aim of this type of trade 
measures is to reinforce the positive effects of the convention. Non-Party measures are defined to 
thwart free-riders and encourage wider ratification of the convention. 


— Trade bans where trade is seen as an integral part of the problem. Such provisions are for example 
used in CITES. Trade measures such as these are necessary under circumstances where trade per se 
is a significant contributing factor to the environmental problem the convention aims to address. 


(B) Measures taken (multi- or unilaterally) pursuant to or in furtherance of objectives of the MEA. This is the 
real grey area and a major area of concern for developing countries. 


In cases where a GAT/WTO party does not agree with the trade restrictions it may take a measure that 
“violates” one of the basic obligations of the Agreement to the dispute panel if it can justify the breach by one 
of the exceptions found in the GATT/WTO’s article XX. The environmental exceptions are reflected in 
paragraphs (b) and (g). Under article XX (b), a GATT/WTO party may take trade measures that are “necessary” 
to protect the life or health of humans, plants or animals. Similarly, under article XX (g) a party may take trade 
measures related to conserving exhaustible natural resources, so long as such trade measures are “‘made effective 
in conjunction with” domestic limits on the resource’s use. 


Without going into many details, it is worth noting that the interpretation of article XX “environmental 
exceptions” led to several GATT dispute panel decisions, but none with respect to an MEA. As a consequence, 
different proposal on a general understanding or amendment of article XX have been expressed by members, 
but no consensus has been reached. The process will remain open-ended as members weigh different approaches 
between now and Singapore. No doubt that decisions on possible approaches will be of considerable importance 
for the environmental community. 


In general, one certainly can imagine alternatives to trade measures which might have similar effects as the 
trade provisions. For example, with regard to CITES it could be argued that species management can be a more 
efficient, effective and non-trade restrictive option than monitoring and management of international trade. 
However, it could also be argued that the almost universal participation in and effective implementation of 
CITES in the past implies a general endorsement of the trade measures integrated in the Convention. In addition, 


the compatibility of trade provisions in MEAs with WTO mules has never been challenged in the WTO, therefore 
there is some presumption in this favour. 
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Nevertheless, with respect to trade measures in MEAs it is certainly not up to UNEP or WTO to decide 
whether trade provisions are the most effective tools to be used. UNEP can certainly give some guidance and 
carry out some work in this area by: 


(a) develop a set of for use of trade and other policy measures, and 


(b) to work on developing policy packages, which might feed as valuable input into the negotiation 
process (please refer to the attached UNEP work programme on Trade and Environment). 


One always has to keep in mind that it is up to the governments in the sovereign context of a COP to 
decide where trade measures are necessary and appropriate, and where alternative strategies may be useful 
or complimentary. 


(4) Review the effectiveness of existing MEAs and their compatibility with WTO rules 


With regard to the effectiveness of trade provisions the question involves a determination as to whether an 
environmental problem is being successfully addressed or not. If trade per se is a threat to the environment— 
which is the case for problems addressed by CITES and for the Basel convention—limiting and monitoring 
trade can address the problem effectively. In these cases, under the assumption that trade restrictions are 
operating effectively, the conventions purpose is being met. 


In general, it is not for UNEP to say whether MEAs are effective in achieving their environmental objectives. 
The respective Secretariats undertake these reviews in carrying out their instructions from the COPs. However, 
greater certainly and predictability in this area would be useful for negotiations of future MEAs and evolution 
of existing MEAs. In addition, it would be useful to look into the matter on how effectiveness can be defined 
and measured. In this regard UNEP will do some additional work (please refer to the attached workprogramme). 


(5) Investigate the impact of international trade and environmental agreements on the ability of Third World 
countries to develop an environmentally sustainable economy 


This question on how MEAs might impact upon developing countries is very difficult to answer. The Montreal 
Protocol could be used as an example to show how an environmental agreement can assist developing countries 
to develop in an environmentally sustainable manner. Trade measures in this Protocol are accompanied by 
positive measures such as financial co-operation and the transfer of cleaner technology. The parties established 
a Multilateral Fund and a total of 540 million USD has been made available for this kind of assistance. The 
establishment of the Multilateral Fund certainly encouraged developing countries to join this protocol by making 
it possible for them to pursue their environmental objectives. 


As can be seen from the attached workprogramme, UNEP will develop policy packages which include 
financing mechanisms, technology transfer, capacity building and positive measures. This will promote synergy 
and maximise efficient use of resources. 


Examination of witness 


Mr Hans A pers, Director, United Nations Environment Programme, was examined. 
Chairman Programme, UNEP, involvement to date with trade 

and environment issues? 
(Mr Alders) Yes. For several years now the 
Governing Council, that is our governing body, asked 
us to be involved in this discussion, but the truth is we 


250. Mr Alders, can I welcome you to the 
Committee and could I ask you to identify yourself, 


for the record? 
(Mr Alders) Thank you very much, Chairman. My 


name is Hans Alders, I am the Director and Regional 
Representative for Europe, that means in UN terms 
still from Dublin to Vladivostok, and I am the 
Executive Co-ordinator of the Globalisation 
Programme of the United Nations Environment 
Programme, that means international law, economics 
and environment and trade and environment. 
Chairman: Thank you very much. 


Mr Clifton-Brown 


251. Good morning, Mr Alders. Could you give 
us a brief account.of the United Nations Environment 


are involved for a long time, because we developed, 
we were the mother and the father, sometimes, of the 
international agreements, they were negotiated in the 
framework of the United Nations Environment 
Programme. As you will see, CITES, for example, 
that it is now more than 20 years; we were from the 
beginning involved in what kind of measures, what 
kind of tools we will use to reach the environmental 
goals, and, from that perspective, our experience goes 
back for more than 20 years. The last years, the 
discussion is more obvious on the agenda, as pointed 
out before. Sometimes, not so much inspired by the 
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Multilateral Environmental Agreements but I think 
that some unilateral measures have put the issue more 
on the forefront of the agenda, and that was the reason 
for the governing body to ask UNEP, but also other 
organisations, like UNCTAD, to play a more active 
role. And, for that, we started at the end of 1994, that 
was after the UNCSD Conference, where we also paid 
attention to environment and trade, to call, for the first 
time, together with UNCTAD, for an informal 
ministerial meeting in Geneva, to discuss with the 
environmental community the whole issue coming up 
in the framework of GATT and other places. And 
there we were asked by ministers to put this even 
higher on our agenda, that means the whole relation 
between the GATT rules and the trade measures, under 
the ‘MEAs, but also all kinds of new instruments, 
ecolabelling, at that time there was a lot of worry about 
ecolabelling in developing countries, so there was set 
a new agenda. And for that we published, for 
example, a lot of booklets on explaining the issues, 
one by one, the MEAs that exist, but also what is the 
relation between, for example, the GATT rules, what 
is the relation with that, if there is an environmental 
conflict, dispute settlement, dispute avoiding, 
explaining what is going on. In the previous part of 
this inquiry, the issue of capacity-building was raised, 
yes, capacity-building is one of the major issues, not 
only for developing countries. The main problem of 
the issue of trade and environment is that two groups 
in society are not able to communicate well, and the 
international organisations play a role in that, to bring 
those two parts together. 


252. How far are your current financial difficulties 
restricting your ability to meet that agenda? 

(Mr Alders) There are all kinds of restrictions. 
First of all, the first restriction is that the money 
available for international work is decreasing and we 
are affected by that, like the whole United Nations and 
many of the international organisations, and, I think, 
particularly in this case, it is a pity that there is less 
money available because there is a lot of work to be 
done before the Singapore meeting, still, also under 
the heading of capacity-building and explaining the 
agenda, to take away the misunderstanding. Secondly, 
of course, UNEP is, first of all, a catalysing 
organisation, our mandate is to catalyse action, to 
catalyse discussion, we are not an implementation 
agency, so we are from the basis of a small 
organisation, who do a lot of scientific work, is 
encouraged to bring parties together, whatever, to have 
that discussion, and if they have solved the problem 
we start with the next issue, because from there on 
UNDP, UNCTAD, etc., play a more key role to do the 
capacity-building, etc. There we see real problems at 
the moment and, of course, in relation, as what I said, 
there is in every meeting, informal meeting, you see 
arguments to organise new informal meetings to have 
the opportunity for trade and environment people to 
meet each other and to better understand each other. 
And, if that is the case, if there are still two different 
roles, you can understand that, for example, we are an 
observer in WTO, but the rules in WTO, not only for 
NGOs but also for observers, are different from other 
places. We are observer in the ORCD, we are not only 


allowed to take the floor in OECD, we are even 
pressed to take the floor in OECD; that is not the case 
in WTO, we have to arrange it through the Chairman, 
we have to encourage, for example, the UK to ask the 
Chairman to give an observer the floor. So we are in 
a different position. That is not something between 
the secretaries, that is between two roles that are still 


not able today to have a real fully-fledged 
communication. 
253. Given those two answers, can you tell us 


briefly what your priorities are in the short term, 
running up to Singapore, and in the slightly longer 
term? 

(Mr Alders) First of all, I think that our priority has 
to be to deliver a substantive contribution, to strengthen 
the environmental part of government in preparing for 
the Singapore Round, to understand better what is the 
debate in GATT, what are the relations to that and, by 
doing so, influencing the discussion. At the same time, 
everybody has to recognise that the agenda, the 
international environmental agenda is going on. On 11 
March we start the negotiations on the Prior Informed 
Consent Convention in Brussels, and a lot of people are 
SO optimistic, not only the organisations but now from 
governments, that we expect that after the second 
meeting in Vienna we already have a Rotterdam 
Convention at the end of the year; so at the moment that 
we are in Singapore we have the next MEA. If you see 
the overall agenda at this moment you see that we will 
have another issue, like tropical forest, the whole forest 
issue, it is expected that the panel that is set up by the 
Commission on Sustainable Development this time will 
bring results, we were not able to solve that problem in 
Rio, it has only had the principles but the Convention. 
The third issue at this moment on the agenda are the 
POPs, the persistent organic pollutants, also there we 
will start the negotiations, and so there is a huge agenda 


- going on. At the same time, if you see the debate, it is 


necessary to develop something of what you can calla 
background paper that can be taken into account by 
negotiating not only the objectives but also the 
instruments to reach those objectives. And, finally, but 
everything is related to that capacity-building, 
capacity-building, capacity-building. 


Mr Taylor 


254. So how do you interact with WTO and, 
indeed, the other UN organisation involved? 

(Mr Alders) First of all, with the Secretariat of 
WTO we have a good contact, we know each other, 
we discuss with each other, and as international civil 
servant is not allowed, but if the parties had the same 
kind of understanding as the Secretariats we have 
solved the problem. It is not the Secretariat who set 
the rules that we are not allowed to take floor and that 
kind of element, that is really a debate that is going on 
of the governments and we have to respect the 
decisions of the governments. I have no problem with 
that, because otherwise you have to make a choice for 
another job. So I agree on that. Secondly, there is 
close co-operation between UNCTAD and UNEP, 
encouraged by the General Assembly of the United 
Nations, asked by the Commission on Sustainable 
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Development to develop further on elements on 
interrelation, interdiscussion between environment and 
trade, that is capacity-building, on one side, but also, 
on the other side, explaining the different positions. 
Those measures affect more developing countries than 
developed countries, it is more difficult for developed 
countries to apply to the rules and to their objectives 
than for developed countries, how to take what is 
mentioned in the Rio Declaration, we have a common 
but differentiated responsibility. The common is easy 
to explain, now how you take care of the differentiated 
responsibility, how you take care of those differences 
in technological ability, the whole educational 
background, cultural differences, etc., so there are lots 
of studies in this case going on. And part of that is 
also bringing parties together for fuller discussions, 
and both the meetings that we organised, one in 1994 
and one in 1995, were ministerial meetings, organised 
together with UNCTAD from the beginning on, and 
especially the second ministerial meeting was not only 
a meeting of ministers of environment but there we did 
a lot to bring trade ministers on board, and for the first 
try it was a success, but can increase. So, you see 
there is a lot of relations. As I said already, also in 
OECD we can play a role, influence the discussion. Of 
course, the OECD is one part of the world, but there 
are interesting discussions going on in OECD, OECD 
is one of the few organisations which has taken the 
responsibility to look at both sides, not only what are 
the trade effects of environmental measures but also 
what are the environmental effects of trade measures. 
And at every discussion there are two sides of the coin. 
The problem at the moment is that we are focusing on 
one side and have no attention for the other side, and 
I think it is the responsibility of the other organisations 
to put that item more and higher on the agenda. 


255. Do you think there are ways in which 
structures could be changed or barriers broken down 
to improve the consensus-building, to improve the 
influence you have on WTO? 

(Mr Alders) Is the question if it is absolutely an 
influence on WTO; we have strange situations. GATT 
members, WTO members, 120, Montreal Protocol, 
parties 156. A bigger part of the world population is 
represented in Montreal Protocol than in the GATT, 
China and the Russian Federation are both parties. So 
what we are discussing here is a discussion within 
governments, and that is difficult, to do that. In my 
previous capacity I was a Minister of Environment, so 
I know from inside how difficult it can be, but here, 
now, governments are confronted with the fact that 
they negotiated environmental agreements, that they 
had long discussions, indeed, discussions about the 
kind of tools, the mechanisms they want to use, 
including trade measures. If you are aware that at the 
moment we start, I said already, on 11 March the 
Negotiations on the Prior Informed Consent 
Convention, Prior Informed Consent is everything to 
do with trade. It still continues and there is a need 
now to find a balance, and the best balance is, if I 
might say, but I will never decide it, is that till now 
we have never any conflict between an MEA and the 
GATT rules, at least nobody brought it to the dispute 
panel. Of course, there were trade issues; trade issues 


were solved within the mechanism of the MEAs, not 
within the GATT. It continues now, we will have new 
instruments on the agenda where trade is related, so 
we are forced to come to a solution, and the best 
solution in my mind is that we make very clear that 
environment is one of the exemptions meant in Article 
XX, and then you can discuss that in several ways, put 
it in the most clear way as an amendment. And the 
other way is to have an interpretation that is accepted 
by anyone. 


256. I understand all that, but what I am getting 
at is whether there is a mechanism for improving the 
likelihood of those conclusions being reached; in other 
words, whether the environment side, and I agree there 
are two sides of the coin, unfortunately, but the 
environment side can be better plugged in to the way 
that WTO are reaching solutions, as one mechanism 
for trying to unlock the problem? 

(Mr Alders) Yes, 1 agree with that, but sometimes 
I have difficulties when that question is raised, because 
I take the Montreal Protocol. One of the most famous 
steps in the Montreal Protocol was the London 
Amendment. We negotiated that here in London, it 
was a quite intensive discussion, because there were 
trade measures, on one side, but also positive 
measures, on the other side. First of all, the grace 
period, the difference between developed and 
developing countries when they had to implement it; 
secondly, to install the financial mechanism. What 
was the reason that India said, “Alright, we come on 
board” for that, they were pushing that very hard at 
that moment. There were all kinds of trade issues 
related to that. The GATT Secretariat was here in 
London and assisted us. You are not allowed to say 
this loudly, because the Secretariat never represents the 
GATT as it is. But let us stop with the idea that all 
those elements are devolved outside the GATT world, 
the GATT world had the same problems, and there is 
always a tendency that you can expect that the same 
problem and say, “Alright, here is trade measures, here 
are trade elements on board” then there will be a trade 
policy of a country and the trade minister will ensure 
that there is a kind of relation and that is also the 
practice. So sometimes I have the impression that it 
is a completely separated world. If you take to the 
practice in the past, that is not true. It is the case that 
sometimes it is necessary to say, right, this is the 
overall policy of the GATT, the aims of the GATT, 
and sometimes they conflict with the environmental 
aims, and there has to be taken a decision, and if that 
decision is taken by 150 countries, to decide to have a 
special agreement in accordance with international 
law, with an open process, all governments are on 
board, and there are decisions taken in capitals to go to 
the last meeting and to say yes, again with consensus, I 
think that is a quite important part of that whole 
process. I am sometimes absolutely surprised that 
someone raised the question and said, right, but maybe 
it is not in accordance with the GATT rules; if all those 
governments who are also members to the GATT 
decide to do that, whoever can raise then the question, 
because there is no international agreement that is 
superior to another one. So sometimes you have to 
calm down the discussion and say, alright, if you look 
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in practice there was more attention for the trade rules 
than someone suggests today; but, of course, it is 
necessary, if you go for the Prior Informed Consent, 
to be aware from the beginning that there are trade 
effects involved, and by explaining that from the 
beginning it is an open, transparent discussion, and if 
the discussion is solved in the capitals and parties 
come to the meeting and say, alright, we accept those 
trade elements, then I think there will be only one 
conclusion for every panel in the GATT, that is to 
follow that conclusion. 


Chairman 


257. But that is not quite the position, is it, 
because the GATT, the World Trade Organisation and 
the various other agreements, they are not totally the 
same groups of people, are they, so there are cases 
where people are a member of the World Trade but 
are not of one of the other agreements, are there not? 


(Mr Alders) Yes, that is true, and I think that the 
Montreal Protocol is a good example of that, because 
there was from the beginning the trade measures were 
related to the non-parties, even environmental people 
then started to use the language of the trade people, 
they were talking about free riders, so there was 
already some integration at that moment. Indeed, there 
was a consistent decision, this is such a huge problem, 
we have so much scientific evidence, there is only one 
way we have to decide today how the process will go, 
and there is a huge majority of countries in the world 
who have decided that and they decided, too, to 
influence the position of the non-members to the 
parties. Such a non- member, if it is a party to the 
GATT, can go to the GATT and raise the question 
before a panel. 


258. That is an example of an organisation that is 
bigger than GATT; what about the examples where it 
is, if you like, smaller than GATT, I think probably in 
terms of trade in waste, it is smaller, is it not? 


(Mr Alders) Yes; the question is what is smaller, 
is it only, how many countries, or also which part of 
the world is reflected, and, as I already said, you will 
find most of the cases in the environmental 
agreements, both the Russian Federation and China as 
members to_ that. So, from an_ international, 
environmental law perspective, you can have an 
interesting debate on what is bigger or not. The only 
point is that, indeed, a non-party to an MEA, who is a 
party to the GATT, WTO, can raise the question; the 
problem is then what is the weight of the international 
agreement. In other words, if the panel consider this 
question, it has not only to take into account the 
position of that individual member of the GATT, who 
is raising a dispute, but also taking into account what 
is the content of the agreement, or what is at stake, 
and I am not sure what will be the outcome of that. 
And, for that, I go back to what I said earlier, indeed, 
from that perspective, maybe it is quite important that 
the Singapore Round conclude to, at least comes with 
a decision that makes very clear that environment is 


mentioned under the Article XX, in one way or 
another way. 


Mr Taylor 


259. Various of the NGOs have argued that you 
need to set up a Global Environmental Organisation, 
if you like, to match WTO. Do you think, as they do, 
that would be a significant way forward of solving the 
dilemma you have just outlined? 

(Mr Alders) It is difficult to say; there is a long 
discussion now about what is the best way to organise 
the environmental community. UNEP is the result of 
the first world-wide conference, 1972, Stockholm; Rio 
strengthened the mandate of UNEP but also decided 
to have the Commission on Sustainable Development 
brought into the scope. So there are already two major 
bodies dealing with, at least one purely with 
environment, CSD as I told before is of the 
environment, and the other one with both elements, the 
development part and environment. But also we have 
seen, in practice, that the international community has 
decided to enter in international agreements and to 
decide for every international agreement to have its 
own secretariat. It will be not so easy to start now any 
discussion to bring that together. But UNEP plays a 
role in that, we are hosting some of the secretariats 
and we are asked by the CSD to co-ordinate also 
secretariats, co-ordinate not in saying, alright, you 
have to do this and that, but see what are elements 
of main interest, and in one of the last meetings, of 
co-ordination meetings, all the secretaries agreed that 
trade and environment is one of those topics. So we 
are working closely with the secretariats, to be sure 
that their point of view, their particular interest is 
included, and if we take the floor in OECD, or if we 
are allowed to take the floor in WTO, or in our 
discussions with particular members of that, we try to 


’ reflect not only the few of the small UNEP, as we are 


told before is, but also include immediately, from the 
beginning on, the particular positions of the 
secretariats. I think it will be a long way at this 
moment to start a discussion about the world 
organisation, again; as you know, the UN is in the 
middle of an interesting debate about restructuring and 
most of the time I have the impression that the 
discussions are more focused on where can we make 
an end of existing organisations and not to build new 
organisations at this moment. 


260. Do you think then that one should strengthen 
an existing body, merge some of the bodies? I am 
really searching for whether you think there is a need 
for that, for a balancing weight, an intergovernmental 
panel, strengthening UNEP, bringing UNEP and CSD 
together, whatever, but do you think that there is a 
need for that? 

(Mr Alders) Let me make very clear. Last year 
there was a huge debate, and a national debate, what 
is the relation between UNEP and the CSD, and I think 
that problem was solved last year. CSD is a secretariat 
that tries to co-ordinate the international agenda, but it 
is a small secretariat that is not able to carry out any 
tasks themselves. UNEP is also a small organisation 
but much bigger than CSD, but an organisation which 
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is based on scientific work, playing the catalytic role, 
and, if UNEP is the authoritative voice of the 
environment, it is UNEP’s task to bring in the 
environmental issues in the agenda of the CSD, as 
UNEP comes with the development part of that. So 
that is more or less settled. What I see, in practice, 
at the moment, that indeed ministers of environment 
recognise again that they also need an international 
forum where they can meet each other, where they can 
have their own discussions, because there is still a need 
for discussions, we are not a hundred years old in 
developing new instruments, this is a new area, new in 
the sense that we are now starting to think what is the 
best way to tackle it and that will be a way with a lot 
of problems and still innovative new instruments. So 
there is a real feeling that there has to be a 
strengthening of UNEP’s role. For example, the 
Brocket Hall meeting last year, organised by Minister 
John Gummer, where he invited a lot of colleagues to 
discuss this position, will now have a follow-up in Rio 
de Janeiro in a couple of weeks, in March, where 
ministers meet to discuss the governance of UNEP and 
to see how they can themselves strengthen their own 
organisation. 


Mr Clifton-Brown 


261. Do you think that the Global Environmental 
Facility, GEF, is adequately funded? 

(Mr Alders) The answer is obvious; no. Maybe 
you recall that (Mr Strong 7?) was the Secretary 
General of the UNCSD meeting in Rio de Janeiro, 
pointed out once that he has the impression that we 
needed $120 billion a year. His explanation for that 
was the environment, the aid programme is now more 
or less $60 billion, that is about 0.3 per cent, if we 
reach the target of 0.7 that will be at least $120 billion, 
and then we expect that the countries themselves come 
with a lot more. From that perspective, the answer is 
absolutely no. But there will be also a problem if that 
money was available a year after UNCSD, because 
then we have no way to spend it, so there has to be a 
new answer on that. The two billion of the GEF was 
the political compromise and that was what was 
reachable at that moment, and from that perspective 
the answer is yes. But if you see what it makes 
possible to implement the international agreements and 
to mobilise other sources, because you can use the two 
billion and say, alright, we finance that project, and 
they will see this, in one or two years you have spent 
everything, but if you try to use that money as kind of 
seed money, to mobilise other investments and other 
money, then it will play a much bigger role than in the 
first case. And what we see, in practice, is that the 
GEF tries to play that second role, not always 
successful, but by mobilising that and, for example, I 
think that the GEF can play a major role to bring the 
changes going on in the World Bank further, changes 
in the good way. 


Helen Jackson 


262. How do you consult, in your organisation, 
with NGOs; do they participate in your meetings? 

(Mr Alders) Yes. I think that is the major 
difference between the environment world and the 


trade world. NGOs are part of what some people call 
“the scene”, there is no meeting without NGOs, and 
NGOs means everything. If you take the last meeting 
of the Basel Convention, there were a lot of 
environmental NGOs but there were more than 90 
representatives of industry in the room, and they 
produced a lot of papers, not only for the political 
decisions but also for the technical discussions. We 
have sometimes to recognise that, from the technical 
side, it is better to speak with the people who are 
involved in the issue, day by day, even if it is a small 
item, than people who are from the start already 
generalist, or economist, or politicians, or whatever. 
So they have a key interest in that, and I do not think 
that there is any environmental meeting without NGOs 
on board. 


263. Is there a cost to it, for you, or do they pay 
for themselves? 

(Mr Alders) There are some very wealthy NGOs 
in the world. 


264. So they pay for themselves? 

(Mr Alders) And they pay for themselves. 
Sometimes, indeed, there is an interest to bring NGOs 
on board. I give you the example. At this moment is 
one of the meetings of the Decertification Convention 
going on, and there it is the opinion of many people 
that it is important for the implementation of the 
Convention to bring the (poorest 7?) world’s 
representatives, from Africa, in this meeting, because 
they will have a major role to play in the 
implementation of that, and in that case there is a 
reason to finance the participation of those NGOs. 


265. You mentioned, in some of your earlier 
answers, on a number of occasions, the importance of 
capacity-building. Do you really see there the 
involvement of NGOs as essential, in making that 
link? 

(Mr Alders) Yes. I think it is absolutely essential. 
At this moment there is a discussion going on within 
the NGO community to set up an information centre 
on trade and sustainable development, a centre to 
mainly focus on information exchange, to ensure that 
all the information that is available on this issue is sent 
to the NGOs, but the other side also that if information 
becomes available from NGOs that it is based on 
proper information. So to strengthen their role, not to 
play their role but to strengthen their role; I think that 
is an important aspect. But some of the NGOs, we 
have to be aware of that, play already a very key role, 
some of the papers produced by NGOs on the issue of 
trade and environment, I think that most of the people 
who go to the meetings of WTO have those papers in 
there with them. 


266. So do you think the WTO then should follow 
the model that you have described to us? 
(Mr Alders) 1 do not know. 


267. Iam asking you what you think, as you are 
here in person? 

(Mr Alders) ‘This is a discussion with very strong 
positions. If they ask me my advice, I will advise 
them every time to bring them on board; all the 
arguments they used till now are not valid. Most of 
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the NGOs who go into these meetings, because you 
asked the main question, people do not go to meetings 
because they have to spend a few thousand dollars for 
travel costs, so it is quite a size decision to have 
experts in your organisation, to send them to those 
meetings and to bring your point of view over to that 
meeting. And the only way that you have any impact 
on that discussion is when you come with a good 
position, based on proper information, that is 
scientifically sound and would really point out what is 
at stake. And that is what you see in practice, NGOs. 
If you see the Academy in Geneva, for example, where 
many international diplomats have their lessons, I am 
not sure, but the last year I think it was almost 50/50, 
50 per cent of the students came from governments, 
50 per cent of the students came from NGOs, they are 
almost diplomats. Why should you fear for them, and 
the whole issue of lobbying, etc., of course there is 
lobbying and governments are very good at lobbying. 
So I do not know why you allow governments to lobby 
in rooms and not others. Of course, you need all kinds 
of rules and it is expected that NGOs accept those 
rules, otherwise it is impossible. But I see that will 
happen in practice. 


268. I think your answer is a sort of triple yes? 
(Mr Alders) Yes, but I try also to give some 
arguments. 


Helen Jackson: That is right; that is fine. 


Mr Gerrard 


269. In developing international environmental 
policy, as opposed to purely national policies, there 
obviously has to be agreement as to what are the 
problems to be addressed, and obvious issues like the 
ozone layer; but could you say what you would regard 
now as problems that have been universally recognised 
as requiring attention? 

(Mr Alders) 1 think that you can follow almost the 
agenda from the last year, saying, alright, we 
recognised a lot of problems on the global level, 
climate change, the whole biodiversity, it was an old 
issue already, it started from conservation. What is 
new in Biodiversity Convention is the Convention is 
not only dealing with conservation, as such, but a more 
important part of that is sustainable use, and that 
makes it different from the (Berne ?) Convention, 
where that already sits 20 years in Europe, or some 
other Convention, it was brought in in the scope of 
that. That is widely recognised, and there you see 
already that we are starting the next step, because there 
we start now the discussion on the Biosafety Protocol, 
and for sure that the Biosafety Protocol will have 
major trade impact. The whole waste issue, the Basel 
Convention, is very important. Related to that, there 
are several issues on the agenda. Hazardous waste 
most often has something to do with chemicals, and 
the chemicals will dominate the agenda for the coming 
years. Prior Informed Consent is everything to do with 
chemicals, it is a voluntary agreement at this moment, 
they start now a legally binding agreement, 23 or 26 
chemicals are involved, at the same of the negotiations 
the international community start informal discussions 
to broaden the scope, so include more and more 


chemicals. The persistent organic pollutants is also 
chemicals, and there you see we broaden the scope, we 
go from issues, climate, waste, to more cross-sectoral 
issues. If you discuss the persistent organic pollutants 
you discuss land-based pollutants, then you have 
several sources where it starts and we have chemical 
cocktails somewhere in the soil, moving on its way to 
water, and it will be more difficult in the coming years, 
it is easier to discuss several stand-alone issues, more 
or less, than you go to cross-sectoral issues. But the 
agenda will be dominated by the chemicals in the 
coming period, and biosafety, which is one of the most 
tricky issues, because there you have, of course, 
relations with several issues under the GATT, or 
related to the GATT, like the Intellectual Property 
Rights. And that, I give you another example, it is 
interesting to see that the last conference of the parties 
of the Biodiversity Convention in our meeting in 
Jakarta decided to ask the Secretariat of the 
Biodiversity Convention to work in close co-operation 
with the Secretariat of the GATT to solve the problem. 
So you see already that that also indicates from the 
environmental field the willingness to have an open 
co-operation with the GATT. 


270. Is there an implication then, in what you are 
saying, that you want to see international standards 
developed, at least minimum standards? 


(Mr Alders) Yes; we will see—maybe I can make 
this difference. We were successful in some cases to 
develop international standards, and that was the basis 
for the MEAs that exist. More difficult is that some 
of the MEAs offer a kind of framework, saying these 
are the goals, these are the aims; those MEAs do not 
spend much time or effort on what kind of instruments 
we will use for that, sometimes, because in the 
negotiations you see already that those instruments 
will be different for several parts of the world, taking 
into account their economic position, cultural 
background, etc. So that is the issue where you see 
trade measures pursuant to an MEA, so the MEA does 
not say you have to take this, these are the instruments, 
but a government, or a group of governments, like the 
European Union, for example, decide to take some 
decisions, what is not to fulfil their commitments in 
the Convention but they use their own instruments 
because the Convention says nothing about the 
instruments. Every time that the Montreal Protocol 
decided to increase the aims of the Convention, the 
London Amendment, the Copenhagen Amendment, 
and I do not know what will happen now with the 
Vienna Amendment, but, in both cases, the European 
Union decided to have even stricter measures and to 
use straight measures for that. Is that directly related 
to the MEA? Maybe the answer is no, but the party 
will argue that the only way to fulfil their 
commitments is to use these kind of instruments, and 
I am sure that in the framework of the Climate 
Convention this issue will be higher on the agenda in 
the coming years. So, it is not so much the trade 
measures under the MEAs that will be really on our 
agenda, but I think that the trade measures pursuant to 
the MEAs wili be more dominating the agenda for the 
coming period, and that will be difficult both for the 
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environmental community and for the GATT 
community. 
Chairman 
271. You do not think that the agenda you have 


just sketched out is too much the agenda of the 
developed world, and that for those people who do not 
have enough to eat or have polluted water there is a 
totally different agenda or environmental agenda? 
(Mr Alders) ‘The answer has to be absolutely yes, 
if we do not take their position into account. But, 
again, I repeat, in every negotiation that is one part of 
the negotiations. Montreal Protocol, we have, first of 
all, we set standards for everyone, then we said, 
alright, but there are different positions, so we decided, 
in London, that there will be a grace period for the 
developing countries, ten years after the dates for the 
developed countries they have to meet the goals, that 
is one positive measure, to. make a difference. 
Secondly, we decided that, for example, the decision 
in London was to switch to a new technology, and 
there we decided to finance, as developed countries, 
the difference between the cost of the existing 
technology and the new technology; that is mainly the 
reason for the multilateral front. If it is only saying, 
alright, this is the problem and this is the way we will 
solve it, without taking into account the common but 
differentiated positions, you are completely right, but 
the interesting point of the MEAs that exist is that that 
every time is recognised, there is also no other way, 
because the voice of the developing world is a very 
strong voice. Environment gives them an even 
stronger voice, we have to recognise that, and the G77 
in China have seen that. There is no solution for 
environmental problems without the developing world. 


Mr Thomason 


272. Do you find it depressing that the only way 
of enforcing environmental issues is through trade and 
there is no other effective way of doing it? 

(Mr Alders) No; that is not what I am saying, no. 
We think that in most cases you need a mix of 
instruments. First of all, we start already to use the 
international law for (us ?) mechanism, and _ that 
implies almost always that it has an impact on national 
or regional legislation; so you have to set standards 
there, or procedures, or whatever. That is one part 
of what is happening. But we are always discussing 
cross-boundary issues; it is only a domestic problem, 
why should we have any international agreement. So 
we are always discussing issues that have cross-border 
effects, global or regional, whatever. So it is not only 
necessary to have within the sovereignty of an 
individual state those instruments in place that ensure 
that within their sovereignty they will fulfil the 
commitments, but also they are affected by 
international trade most of the time. 


273. But that is the issue, is it not; all the time it 
comes back to a trade sanction rather than any other 
effective sanction? - 

(Mr Alders) 1 think that, at least for the huge 
MEAs and for the agenda for the coming years, you 


have to be honest on that and say the answer is yes, 
there will be always trade measures involved. 


274. I do not know that the WTO would agree 
with that? 


(Mr Alders) I said already that sometimes I am 
curious about this question. If 150 countries decide 
something, why should another organisation agree 
with that, because it is the same governments. But, 
besides that answer, | think that it is important; first of 
all, let us accept that trade is not the first instrument 
you will use, if we can avoid to use trade instruments, 
I have seen in all the discussions that we will go along 
that line. So some of the principles that say, alright, 
do not start with trade as the first issue, but if you have 
gone through all the other instruments trade is also an 
instrument that you can use, all those lines are already 
there and non-discrimination and all those elements are 
part of it, as long as we are sure that the environmental 
goal will be met by the instruments that you choose. 
So, from that perspective, let us be honest, it is not the 
first instrument, there is nobody who will say, alright, 
always trade, because we have the same kind of 
discussion in MEAs as in the GATT, but sometimes if 
they are actually necessary, from that perspective, I 
think it will be included in the list of instruments in the 
existing MEAs, in most of them, and for the agenda for 
the coming years. I do not see how you can solve a 
problem of Prior Informed Consent without a trade 
impact, directly or indirectly, I do not see that you 
make any improvement in Climate Convention without 
seeing that we will need some instruments on that. 
The example mentioned before, if there will be an 
agreement on forest then the agreement will surely 
include sustainable forestry, then there will be an 
element included of certification, that means a kind of 
labelling, all elements that one way or another way 
have an effect on trade. 


275. But what work are you doing on researching 
some of these issues which are important to the 
biodiversity and environmental background of 
developing countries, issues like environmental costs 
addition and land use research? 


(Mr Alders) We try to do a lot of work on that 
issue, it is not the most easy part of it. If you see 
the research that is done till now, it is always general 
conclusions. If you take studies on is environmental 
policy is that negative or positive for the economy, for 
the economic position of a country, the best outcome 
of that study will be that there is no real impact, one 
way or another way. If it is done in a proper way but 
taking time as one of the instruments, not changing 
from overnight but giving time to absorb it, then you 
go in that direction. What we try to do, including 
UNCTAD, is to see are there differences. One of the 
interesting studies of UNCTAD of the last time is, for 
example, that you see that huge companies in India 
have no problem with any international agreement, but 
if you have not medium-size but some small-size 
companies in developing countries there can be a 
particular problem. And there you see that a relation 
with sustainable development is again important, 
because if you have that education it means also a 
directive of other policy instruments. 
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276. Can I ask you~ what 
organisation is doing? 

(Mr Alders) We try to do, what we are doing at 
this moment is looking at particular, what will be the 
impacts, one of the studies we are doing at this 
moment is what will be the impact of changing of 
lifestyles in the western world on developing 
countries. You know, Rio calls for that we here in 
the north have to change our lifestyle because it is 
unsustainable, you can read that in Agenda XXI, so let 
us start, we try to change that. And how we change 
that, for example, with recycling, we use paper here 
this morning, but you can also discuss aluminium, for 
example, it is for sure that we can increase the 
recycling of aluminium, really, substantively. If the 
bauxite comes from some countries in the world as a 
resource, the developing world, and indeed in the 
whole of Europe, we will change our behaviour on 
that, go to that, it will have a major impact on those 
countries. So that is one example where you try to 
follow that. 


277. Jam sorry to interrupt you. I understand that, 
I understand the point you are making, but can you tell 
me how you apply that research? 

(Mr Alders) What do you mean by that? 


research your 


278. How do you apply that research; you are 
telling us that you do have research programmes and 
I am asking you how you make use of that research 
information which you obtain? I am not asking for 
examples of programmes, just how you might use it? 

(Mr Alders) What we do is, first of all, our 
function is to inform countries about those elements, 
so what we do is inform countries, by sending them 
material, calling for meetings, having discussions on 
that, giving guidance on that, and find a way to 
communicate directly or indirectly with them. 


279. So you see it as an educative process rather - 


than a negotiating process? 

(Mr Alders) Yes, but as a tool for the negotiating 
process; so, for example, what we try to do now, if we 
go to the next meeting of the conference of the parties 
of biodiversity, which will be in Argentina later this 
year, November, there, of course, we are in the middle 
of the process already of the biosafety discussions, the 
Biosafety Protocol. What we try to do is to produce a 
paper on what are the trade aspects related to that 
issue, not giving the answers but saying, alright, these 
are the elements included in that and if you start now 
the negotiations you can take that into account. It is 
up to the governments, finally, to take any decision on 
that, so we can only assist them by providing 
information. 


Helen Jackson 


280. You have said quite a lot about the Montreal 
Protocol. I wonder if you could tell us what were the 
difficulties that arose in negotiating that, what were the 
main problems? 

(Mr Alders) {| think really’ the Montreal Protocol 
is, of course, one of the most successful protocols. 


281. Iam aware of that. 


(Mr Alders) Also, the reason for that, still it is very 
difficult. Now, the Vienna Round, the last round we 
have, was very difficult, because now we entered the 
state that, for example, for those substances, there was 
no commitment of the developing world, (the eight 7?) 
CFCs. Vienna was the moment that the developing 
countries had to commit themselves; that was not easy, 
not easy because new markets improved, in some 
cases, so if they accept now their own targets it means 
it will influence also their capacity for trade. But the 
meeting was quite successful on that. So, finally, the 
developing world said, alright, we will, and then set a 
timetable, at that time phase out those substances. 
Even more difficult is mew issues on the agenda, 
methyl bromide, because there you enter also the 
whole area of the agricultural sector, and that was a 
particularly difficult discussion, because, indeed, there 
are alternatives to methyl bromide in use in the 
agricultural sector, but those alternatives are more 
expensive than the use of methyl bromide; but the 
effect of methyl bromide, not only as a pesticide but 
also on the ozone-depletion substances, is evident, on 
a scientific basis. So there you see you have to find, 
again, not only a solution to say, alright, we set a 
timetable, but then you enter also the discussion, as the 
Chairman asked before, what is the different position. 
Kenya is, for example, a country with flower 
production, using a lot of methyl bromide. The 
Netherlands is also a country with a lot of flowers but 
they have decided to stop the use of methyl bromide 
completely, but it is easier for The Netherlands, as a 
wealthy country, to say that, than to do that in the 
circumstances like in Kenya. So there also you enter 
immediately those discussions. That is the Montreal 
Protocol. In Basel, that is even more difficult. In the 
Basel Convention, we see for the first time that OECD 
countries act as a group within the Convention, they 
have told others that they will no longer export outside 
the OECD. Finally, there is an interesting decision of 
the conference of the party, because it is no longer 
only the OECD, what was finally decided, it was only 
OECD and Liechtenstein, small but an opening, of 
course, in this, so that it is not only one group, it is 
not only a group acting over there. This, of course, is 
a measure with a huge straight effects, without any 
discussion about that, but everybody knows that all the 
instruments we used till now to have a grip on 
hazardous waste, we are talking about hazardous 
waste, failed. If you see in the Community itself, there 
are huge problems, huge problems; the containers 
found in Indonesia came to the Rotterdam Harbour, if 
you opened the containers you found all kinds of 
material coming from Germany. This is just one 
example. I can give lots of examples; good organised 
countries, good control systems, there is a drive to 
bring this to every place in the world. And sometimes 
we have to say penny wise and pound foolish’, 
because once there will be a moment that we will 
recognise that that hazardous waste is there, that it has 
a major impact, for example, on fresh water resources, 
etc., and then we have to pay the bill. So that is the 
background of the whole discussion, but it is a difficult 
discussion. And, of course, one of the bigger countries 
in the world is not a party, the United States, but I can 
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tell you very actively involved in the discussions; that 
does not mean that they are not on board, the 
Americans play a major role in all the conventions 
where they are not a party, it is interesting to see that. 
So they are there, not in the position of an NGO but 
fully recognised and they have an influential position, 
so sometimes there is not only an argument that they 
are not a member to a convention, for that reason 
sometimes it is good that environmental people are 
invited to give clear answers on this. 


282. That is interesting. What about really urgent 
problems, do you think the capacity is there for the 
international community to tackle something like the 
imminent extinction of a species, or something on 
which there has got to be really urgent action taken, 
and we have not got time for the environmental 
agreements, etc? 

(Mr Alders) The reality is that international 
agreements take time. I cannot give any other. 


283. 
time? 

(Mr Alders) That depends. If you have to accept 
what the CITES Convention which is dealing with 
species is till now very successful to put those 
elements on the agenda, it is a long process but they go 
into the process, they are already, in advance, starting 
studies on elements and have decisions. So most of 
the time they are able to be in time. But it is possible, 
theoretically possible that something, that we have 
absolutely a problem raising from one moment on 
another moment, then the only solution is that 
countries decide to act on that and to bring them 
together as soon as possible, because they have that 
mechanism. It is not only said in the CITES 
Convention or in the Biodiversity Convention that only 
when the agenda is set that parties will meet, they can 
use their own instruments to say, alright, now we have 
an urgent need, we need to have a meeting, we need 
to discuss it. I think, preferably, because that is the 
reason for my answer, is that you start to look for 
multilateral solutions, that is the main point of what I 
am saying. The fear that there are too many unilateral 
situations is, in my mind, the reason for this ongoing 





So what do you suggest when there is not 


discussion, not what was done in the MEAs, but the 
fear that there will be unilateral methods, without 
control, is more important for the discussion going on 
in the GATT than somewhere else. And I, indeed, 
maybe because I am working with the international 
organisation, but say arise also from the environmental 
perspective the best way to deal with it is to look for 
multilateral solutions, even in those cases, and use 
your organisation, because those organisations are not 
of the UN, not from the secretariats, they are 
government organisations, you have the opportunity to 
call for a meeting, to bring it together and to act 
urgently, if necessary. 


Mr Taylor 


284. Do you think there needs to be a mechanism 
for accepting that there may be a circumstance where 
unilateral action is needed in an emergency though, 
species extinction, or whatever? 

(Mr Alders) But then that is possible to say, 
alright, let us use the CITES Convention, or 
Biodiversity Convention, alright, we need such a 
mechanism; then you can even install such a 
mechanism, it is possible. There are also other 
possibilities I will give you, biosafety will take a few 
years before we have a legally binding instrument, that 
was the reason that the UK and The Netherlands 
started to develop guidelines on biosafety. Those 
guidelines are now accepted as voluntary instruments, 
and they bridge the period that the international 
community need to negotiate a legally binding 
instrument. You say, alright, it is not legally binding, 
so maybe it is not the best instrument; we make a 
choice, by saying, alright, let us spend all the time to 
negotiate, and nothing is there, or you can use that 
time to find innovative ways, and I think that the 
initiative taken two years ago by the UK and The 
Netherlands and then asked by UNEP to carry that 
through is one of the examples that we can find new 
ways to act quite quickly on emotive issues. 

Chairman: On that encouraging note, can I finish 
the session and we thank you very much for your 
evidence. Thank you. 
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Memorandum by Daniel C Esty (WTE 35) 
WORLD TRADE AND THE ENVIRONMENT 


Trade policy and environmental policy have been perceived as unrelated fields for most of the last half 
century. In recent years, however, it has become clear that there are important relationships between trade 
liberalisation and environmental protection. In particular, the economic growth spurred by freer trade can 
enhance efforts to promote environmental quality if managed properly. But if environmental concerns are not 
addressed in the trade liberalisation process, expanded economic activity can lead to exacerbated pollution and 
conservation problems. In brief, freer trade can advance environmental protection efforts if it leads to sustainable 
development and if the environmental effects of expanded trade are addressed conscientiously. 


Given the importance of both trade liberalisation and environmental protection, finding mechanisms to ensure 
that the international trading system, embodied in the Global Agreement on Tariffs and Trade (GATT) and 
implemented by the World Trade Organisation (WTO), respects and supports ecological and public health values 
must be seen as an important international and environmental policy priority. Absent systematic attention to 
trade-environment policy integration, the material benefits of liberalised trade may well be offset in part or in 
full by environmental degradation. 


ROLES AND ACHIEVEMENTS OF INTERNATIONAL ORGANISATIONS 


Even the most ardent free traders acknowledge that environmental policy must advance in tandem with trade 
liberalisation or else the risk of environmental harm from freer trade becomes significant. It is therefore critical 
that international organisations with trade responsibilities pay close attention to the environmental policy 
concerns that arise in the context of trade agreements. 


The World Trade Organisation has established a Committee on Trade and the Environment (CTE), but this 
Committee has done rather little to advance the integration of trade and environmental objectives. With less 
than a year to go until the Singapore Ministerial Meeting at which the members of the World Trade Organisation 
will review the progress made in implementing the agreements of the Uruguay Round of trade negotiations, 
virtually no substantive advances have been made on any agenda item before the CTE. 


An overt failure to show any movement at Singapore toward making trade liberalisation and environmental 
protection efforts more mutually reinforcing would be disappointing in a number of respects. First, the 
environmental community around the world accepted the good faith of the trade community to take seriously 
the need for sustained attention to trade-environment linkages as expressed in the CTE workplan laid out at the 
end of the Uruguay Round and codified at the Ministerial Meeting at Marrakesh in 1994. A manifest failure to 
advance this agenda would border on bad faith—at a time when the trade and environmental communities are 
just beginning to trust each other and to work together. 


Second, lack of trade-environment progress would be a blow to efforts to advance global environmental policy 
co-ordination. While the weakness of the existing international environmental regime is already quite clear, the 
inability to move the CTE process forward would represent another prominent example of a lost opportunity for 
better international environmental co-operation. 


Third, a lack of progress in addressing the CTE trade and environment agenda exposes the international 
trading system to attack from environmentalists and may weaken the already fragile coalition (in a number of 
critical countries such as the United States) in support of freer trade. Many environmentalists fear that free 
traders do not take seriously the need to ensure that pollution and conservation concerns are addressed in the 
context of the push for trade liberalisation. A no-progress CTE report at Singapore might well corroborate these 
fears and lead to a new round of WTO bashing. 


In contrast to the WTO, the, Organisation for Economic Co-operation and Development (OECD) in Paris has 
undertaken a series of meetings on trade and the environment over the past five years and has produced a 
number of quite useful documents advancing the integration of trade and environmental policymaking. One 
reason for the OECD's relative success is that the work has been undertaken by the Trade and Environment 
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Directorates working in tandem whereas the WTO process is dominated by trade officials. (It should be noted 
that a few countries, but not the United Kingdom, regularly send environment ministry officials to the CTE 
meetings). 


The North American Commission on Environmental Co-operation (NACEC), the US-Canada-Mexico 
environmental body, set up in connection with the North American Free Trade Agreement (NAFTA), has also 
made some concrete progress in integrating trade and environmental policymaking. Specifically, the NACEC 
has adopted an ambitious work program and already achieved some success in ensuring that efforts to address 
shared North American environmental problems are co-ordinated with the NAFTA trade liberalisation program. 


TRADE RESTRICTIONS 


In a world where misbehaviour on the part of states is very difficult to discipline, it is quite likely that trade 
restrictions of some sort will be necessary to ensure that all nations participate in priority global environmental 
protection efforts. Indeed, any country found to be in violation of broadly-accepted international environmental 
agreements should be subject to sanctions of some sort, including, in the most serious circumstances, trade 
restrictions. But rather than having environmental agreements expressly call for trade bans on violators (the 
nuclear weapons of trade restrictions), I believe that there should be established a spectrum of trade measures 
to be used to induce compliance with international agreements. Trade bans and other severe disruptions of trade 
flows, I would argue, should be reserved for the most egregious violations of environmental accords. 


It must be further recognised that, absent an accepted international adjudicatory process for determining when 
a country is out of compliance with international environmental agreements, it may well fall to individual 
countries acting unilaterally (in accordance with multilaterally established criteria) to determine that trade 
restrictions are necessary as an incentive for compliance. Of course, establishing a functioning international 
environmental regime that would not only establish standards to which all countries are to be held, but also 
make compliance and enforcement judgments would be preferable. I believe, therefore, that consideration should 
be given to the creation of such a Global Environmental Organisation (GEO) as a means both for promoting 
improved international environmental co-operation and for reducing the need for unilateral trade restrictions in 
support of environmental goals. 


Having accepted the goal of a strengthened international environmental regime, one might ask: Why not 
simply reinvigorate the UN Environment Programme (UNEP)? The answer is quite clear if politically incorrect. 
Despite recent efforts to sharpen its focus and management, UNEP is dysfunctional. It has too little political 
backing and even more limited resources. More fundamentally, Nairobi does not work as a place to try to 
manage an international regime—communications are unreliable, political unrest disrupts meetings, and it is 
impossible to attract and retain a first-rate staff. In addition, unlike the WTO which is the undisputed body 
managing the international trading system, UNEP must compete with dozens of other entities that claim some 
jurisdiction over international environmental problems (UNDP, the Commission on Sustainable Development, 
the secretariats to numerous international environmental agreements, etc.). As I discuss, in more detail below, a 
thorough review of the world’s international environmental management structure is in order—as part of a 
long-term resolution of trade and environment conflicts. 


ENVIRONMENTAL AGREEMENTS AND GATT CONSISTENCY 


Where a multilateral agreement has been achieved on an environmental goal, it is important that the 
international trading system reinforce and not undermine the agreed-upon environmental policy. There remain 
considerable questions about the consistency of a number of existing multilateral environmental agreements with 
the rules of the GATT as well as other dimensions of the WTO. In particular, the trade restrictions mandated 
by the Montreal Protocol might well be deemed GATT-inconsistent if applied to a WTO member. Finding a 
mechanism by which the WTO acknowledges and ensures that trade provisions of international environmental 
agreements are deemed (with appropriate safeguards) GATT-consistent and not in conflict with the rules of the 
WTO remains an important item on the world’s trade and environment agenda. 


Perhaps more importantly, the WTO needs to consider reforms to Article XX of the GATT and other 
substantive provisions of the rules of international trade that might now seem biased against environmental 
protection. Keeping markets open is important. But so too is pollution control and conservation. Thus, the GATT 
must be structured in such a way that trade principles do not automatically trump environmental principles (or 
vice-versa). The hard work of striking this balance has not yet even begun. 


TRADE, ENVIRONMENT, AND THE DEVELOPING WORLD 


International trade agreements, if structured properly, should facilitate the ability of developing countries 
to achieve economic growth in an environmentally sustainable manner. Similarly, international environmental 
agreements should be structured in a way that supports the development goals of the nations of the South and 
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enhances their capacity, at least over time, to adhere to international environmental commitments. Establishing 
longer phase-in periods for developing countries’ compliance, providing technical and financial assistance to 
reinforce their efforts, and continuing to ensure that the Global Environmental Facility is available to fund 
developing countries’ environmental programs all will contribute to an atmosphere conducive to sustainable 
development and to adherence by developing countries to international agreements. 


Tue UK ROLE IN TRADE AND THE ENVIRONMENT 


Although the United Kingdom has very sophisticated environmental policies, considerable analytic talent, and 
a very well-organised and active environmental community, it often appears (rather surprisingly) to lag rather 
than lead efforts to better integrate trade and environmental goals. In particular, the UK representatives at the 
CTE, OECD trade and environment meetings, and other fora where trade and environment issues are being 
discussed often adhere to a rather narrow freer-trade-oriented position with little emphasis on the importance of 
integrating environmental values into the international trading system. 


Given the United Kingdom’s important role in the European Union, it is quite possible that the UK could 
become a leading force for a European Union position that would advance both procedural and substantive 
environmental progress within the WTO. The recently-issued EU “trade and environment” position paper at the 
CTE provides a starting point for such leadership, but much more is required. 


There are a number of areas where UK leadership would be especially valuable. For instance, fears of 
competitive disadvantage in international markets continues to keep many countries from adopting environmental 
regulatory structures that use economic instruments to “internalise” pollution harms. Work to demystify the 
“competitiveness and environmental regulation” linkage would be very helpful. Of course, the issue is not simply 
one of competitive disadvantage for business. Even more important is the impact of competitiveness concerns 
on the environmental policymaking dynamic. Specifically, competitiveness fears create a “political drag” that 
makes regulators and politicians wary of advancing environmental standards for fear of disadvantaging their 
own industries in the global marketplace. 


The UK might also take the lead in identifying policy realms where environmental goals and trade 
liberalisation can directly support one another. For example, the reduction of agricultural subsidies would 
improve trade flows and reduce the incentive for highly-chemical-intensive (and therefore environmentally 
harmful) agricultural practices. While the United States is certainly a culprit in this regard, no where are these 
subsidies more environmentally harmful and disruptive to trade flows than in the EU. 


Another area where the UK might advance the current state of thinking is in developing a better understanding 
of how big a threat to freer trade is posed by environmental policies. While some countries suggest that 
protectionism in the guise of environmental regulations represents a major risk to the international trading 
system, others argue that the reality is much more mundane. 


The Global Environmental and Trade Study (an international consortium of research centers, including the 
Yale Center Environmental Law and Policy of which I am part and the Foundation for International 
Environmental Law and Development in London) has work underway in a number of these policy areas—and 
could provide support to the British government if it were interested in developing a “trade and environment” 
policy initiative. 


In addition to finding ways that the international trading system might take on environmental values more 
rigorously, it would also be useful for the UK to take the lead in advancing a world-wide effort to examine 
how international environmental management might be strengthened. In fact, a better functioning international 
environmental regime could serve as both a counterweight and a counterpart to the WTO. Specifically, better 
international environmental governance would relieve the international trading system of bearing the full weight 
of responsibility for the integration of trade and environmental policies. This would allow the WTO to focus on 
its primary mission of supporting trade liberalisation and, at the same time, ensure that environmental issues are 
not given short shrift. Toward this end, I believe it would be useful to explore the appointment of a “wise 
persons committee” to examine over a several year period options for strengthening international environmental 
policymaking and co-ordination—considering in particular options for consolidating the many current UN 
environmental entities into a leaner and more coherent structure. Given the complexity of the US political 
situation at this point in time, it is unlikely that innovative policy ideas on international environmental issues 
will be forthcoming from the United States of America over the next year (and maybe longer). Thus, leadership 
on the part of the United Kingdom or other European countries takes on increased importance. 


ADDITIONAL MATERIALS 


To facilitate the committee’s inquiry, I have appended to this memorandum two specific (very short) articles 
that I think might be of interest. The first, “GATTing the Greens—Not Just Greening the GATT,” spells out in 
greater detail how a new international environmental management system might advance the cause of trade and 
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environmental policy integration. The second, “Toward a Greener GATT,” provides a specific set of procedural 
and substantive reforms which should be considered by the WTO to ensure that environmental considerations 
are better incorporated into the international trading system. 


Examination of witness 


Mr Daniet C Esty, Director, Yale Center for Environmental Law and Policy. Formerly Visiting Fellow at the 
Institute for International Economics and International Affairs Fellow at the Council on Foreign Relations; 
and Deputy Chief of Staff and Deputy Assistant Administrator at the US Environmental Protection Agency 


[USEPA’s chief NAFTA negotiator]. Examined. 


Chairman 


285. Can I welcome you to the Committee, and 
could I ask you to identify yourself, for the purposes 
of the written record? 

(Mr Esty) Thank you, Chairman. I am Daniel Esty, 
from the Yale Law School and the Yale School of 
Forestry and Environmental Studies, in New Haven, 
Connecticut, in the United States. 

Chairman: Thank you very much. Harold 
Elletson, would you like to start the questions. 


Mr Elletson 


286. Good morning, Mr Esty. I wonder if we 
could begin by asking you to tell us whereabouts on 
the spectrum between extreme environmentalists and 
free traders you would say that your views lie? 

(Mr Esty) Extreme environmentalist and free 
trader. I am a confirmed environmentalist, my 
background is in the US Environmental Protection 
Agency, but I also believe that free trade is a very 
important aspect of how one achieves the resources for 
environmental protection. So, all joking aside, I am 
both a believer in free trade, as an important element 
of quality of life, and of the resource production that 
is necessary to achieve environmental protection. 


287. And you do not think that there is a conflict 
between the two objectives? 

(Mr Esty) I think there is a potential conflict, and 
it is important to develop trade mechanisms as well as 
environmental policies that minimise the conflict and 
allow us to maximise the opportunity for the 
achievement of both ends. 


288. Can you tell us about the nature of your 
involvement in negotiating the NAFTA environmental 
side agreement; did you approach it from an 
environmentalist viewpoint or would you say that your 
main concern was to ensure that environmental 
disputes did not obstruct the flow of free trade? 

(Mr Esty) I was at that time in the US 
Environmental Protection Agency and was the Deputy 
Assistant Administrator for Policy Planning and 
Evaluation, so my job at that time was to approach the 
negotiations from within the US delegation with the 
environmental issues at the fore; obviously, the US 
Trade Representative’s office was the key negotiator 
advancing the trade dimension of the agreement. So I 


would say that I was thinking hard about how to ensure 
that the environmental issues raised in that linkage of 
the three economies of North America got the attention 
that they needed to have to ensure that the trade flow 
that would come from the agreement would be 
sustainable, and that the environmental difficulties that 
might be raised by freer trade would not be a problem 
and would be addressed directly. 


289. What were the main obstacles in balancing 
the two objectives? 


(Mr Esty) There were a number of obstacles, one 
can divide them into both procedure and substance. On 
the procedure side, there is a long tradition in the trade 
world, of which I am sure the Committee is well 
aware, that trade negotiations are done in secret, that is 
quite contradictory to the process in the environmental 
realm, which really is much more open and which 
benefits from openness. So the first step we had to 
undertake was to open up the process to environmental 
considerations and try to ensure that the trade 
negotiations had opportunities for non-government 
organisations and others to offer up views, and that is 
something new for the trade world and I have often 
called this the sort of clash of cultures that has to be 
overcome. It seems to me very important that the trade 
world learns to understand why environmental types 
value openness; similarly, environmental types have to 
understand why some things need to be done in secret. 
So that we started with a procedural push and did, in 
fact, get the US Trade Representative to open its 
process considerably. There were then a series of 
substantive issues that we felt needed to be attended to. 
One of the most important was protecting international 
environmental agreements, so that the NAFTA Accord 
could not be used to dismiss or push aside important 
international environmental obligations. A second 
point that we felt was very important was ensuring that 
competitiveness concerns, the fear that Mexico might 
become a pollution haven, would not arise, or would 
be minimally an issue, so that we developed a number 
of mechanisms to address that. We also tried to work 
more of a balance into the NAFTA so that when trade 
principles and environmental principles conflicted it 
would not be, as is often the case now, that trade rights 
would trump the environmental principles at issue, and 
we tried to develop a mechanism that would more 
carefully weigh those and ensure a more balanced 
approach. 
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Mr Thomason 


290. But you have failed, have you not? 

(Mr Esty) I would not say so, I would say that 
actually the NAFTA is a model of moving the process 
of integrating trade and environmental policy forward. 
Obviously, it is not perfect, there is still a good 
distance to go, but it has done a lot more than any 
other trade agreement to address the kinds of issues 
that need to be addressed. 


291. Could you justify that answer to a Mexican 
maize producer? 

(Mr Esty) Absolutely; in fact, the Mexicans, I 
think, benefit enormously from NAFTA. 


292. Could I ask, Mexicans generally, Mexican 
sustainable maize production is now _ seriously 
threatened because of the opening of the market to 
United States maize, is it not? 

(Mr Esty) The Mexican tomato production is 
greatly enhanced. 


293. Right; so they are all switching over, and that 
is not having an environmental disadvantage, you are 
telling us? 

(Mr Esty) I am telling you that there are 
opportunities and difficulties created by any trade 
agreement, you can pick single industries in trade 
situations that will lose and will gain from freer trade. 
The issue is, in that process, are we losing broadly on 
the environmental front; and I would argue, if that is 
the question, that the NAFTA has broadly helped 
Mexico advance its environmental goals and done so 
in serious and measurable and important ways. 


294. Notwithstanding the creation of 
environmentally polluting industries along the 
Mexican/American border, on the Mexican side? 

(Mr Esty) As you well know, the NAFTA has to 
be judged not against the standard of absolute 
perfection but against what was happening before the 
agreement was put into place and‘ what would have 
happened without an agreement. And in that context, 
as again I am sure the Committee is well aware, the 
Machiladora industries you speak about along the 
border existed prior to the NAFTA agreement, were, 
in fact, much more polluting prior to their being 
brought under the scrutiny of the agreement and prior 
to the US support for Mexican environmental efforts 
that the NAFTA has helped to engender. 


295. So is your case that the fact that the Mexicans 
are not enforcing much of their environmental 
legislation and the United States is not encouraging 
them to do that would have happened anyway, the 
situation is totally unchanged, in an environmental 
sense, by virtue of NAFTA? 

(Mr Esty) No, the situation is considerably 
improved by virtue of NAFTA, the Mexicans are 
enforcing their law quite a bit more than they were 
previously, their previous record was of total 
non-enforcement; the US has now provided training 
for 200 Mexican enforcement agents, who have 
stepped up considerably the efficacy of Mexican 
environmental efforts. Now, Obviously, Mexico faces 
enormous environmental challenges, it is a poor 
country, it has obviously had a financial crisis in the 


last several years that has made it even more difficult 
to focus the kind of efforts that I know the Government 
wants to on environmental issues. But it seems to me 
that if you look at a number of environmental 
indicators—pollution levels, the number of 
inspections, the number of enforcement actions taken, 
illegal shipments of waste caught—there are positive 
signs on all of those measures. 


296. But the United States itself, or indeed 
Canada, are not encouraging Mexico to take 
enforcement action, are they? 

(Mr Esty) Yes, they are. There is a constant level 
of dialogue with the US and Canada, recommend and 
push Mexico in a variety of ways, share information, 
share technology, the US provides laboratory facilities 
for the testing of samples taken in environmental 
inspections in Mexico. So I do not know if you are 
saying are we holding a gun to their heads and forcing 
them to do things; no. Is there a broad base of general 
support; absolutely, yes. 


297. Have you any evidence to suggest that 
Mexico’s environmental legislation is being enforced 
as a result of NAFTA? 

(Mr Esty) I think there is considerably more 
environmental activity in Mexico—— 


298. That is not what I asked, you have made that 
point, but is there actually evidence of additional 
enforcement? 

(Mr Esty) Yes, there is. 


299. Are you able to substantiate that? 

(Mr Esty) 1 do not have the data with me, but I 
think if you were to seek information from the US 
Environmental Protection Agency they would be able 
to provide you with some record of increase in the 
numbers of inspections and other enforcement actions 
undertaken by Mexico, which one can say might have 
occurred without NAFTA, but certainly, I would 
believe, has been encouraged by the scrutiny that the 
Mexican regime has been brought under as a result of 
NAFTA and has been furthered by the support 
provided in the context of the NAFTA relationship. 


300. Your case is that NAFTA provides a role 
model for the world. Are you suggesting that it can be 
lifted up and put down almost anywhere and utilised 
as a precedent? i 

(Mr Esty) I do not think so. I think there are 
elements of the NAFTA agreement that are going to 
be quite valuable in looking more broadly at how the 
world tries to integrate trade policy and environmental 
policy. I think there are both specific language aspects 
of NAFTA and procedural aspects of how that process 
went forward it would be valuable to look at for a 
model for others. But I do think one has to recognise 
the context of that agreement would not make it 
applicable broadly, it obviously involved countries that 
share a very long border, there was a physical 
spill-over of pollution that made that agreement one of 
particular importance to the United States, there was 
the subsidiary political issues that were connected to 
the agreement, of refugee flow and of economic ties, 
all of which made it a particularly important agreement 
for the United States. What I think might be interesting 
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is to see how the United States handles its next western 
hemisphere free trade agreement, the one with Chile, 
where there is less of a physical connection, and 
therefore the model that comes out of that may be even 
more valuable as a broader role model. 


301. You indicated, in answer to the first question, 
that you were a free trader as well as an 
environmentalist. Are you able to demonstrate that 
those twin objectives have actually been achieved in 
Mexico, in that the additional economic activity 
generated as a result of NAFTA is actually being put 
into environmentally successful industries? And your 
comments about the development of polluting 
industries along the Mexican/American border, which 
you said would have happened anyway, they were 
there to start with, are you really telling us that those 
industries are not being expanded as a result of 
NAFTA, when new industries are being created they 
are actually environmentally friendly? 

(Mr Esty) I think what you are seeing with the 
NAFTA is the growth of new industry in Mexico, and 
one of the things that environmentalists are learning 
and I think that we would call the “‘new generation of 
environmental thinking” is that private capital flows 
that bring new investment almost always bring new 
plant and equipment, and new plant and equipment is 
almost always better than old plant and equipment, 
from a pollution standpoint. So, to the extent that for 
most of the NAFTA period Mexico has benefited from 
considerable capital flow from the United States and 
elsewhere, it has been very helpful in upgrading the 
quality of Mexican industry and improving the 
environmental performance of Mexican industry. 


302. But that is only true, is it not, about new 
equipment, if that is genuinely new equipment, and 
what often happens is that advanced countries dump 
on third world countries their old equipment when it 
becomes illegal for them to use it? 

(Mr Esty) ‘That actually very rarely happens; most 
companies build new plants and equipment. It is one of 
the great myths that companies dump old equipment, it 
very rarely pays, and it is almost always not your large 
multinational corporations that have homes in the 
United States or Britain, or other high profile 
countries; much more often you will see that 
happening in companies that are housed in countries 
that do not have the same scrutiny that the US or 
Britain or most European countries would apply. 


Chairman 


303. Can you explain to me why the production of 
tomatoes then is more environmentally friendly than 
maize? 

(Mr Esty) 1 do not think I said that. I think the 
question I was answering was simply the one of there 
is an economic impact on maize producers in Mexico 
from the Free Trade Agreement, they are having less 
of an opportunity to sell than they might otherwise 
have because they are now in competition with US 
producers, and that is clearly true, so there will be 
some dislocation among maize producers in Mexico. 
At the same time, I was arguing that tomato producers 
in Mexico were doing better than they would have 


absent of the Free Trade Agreement, in that they have 
new markets in the United States and are selling 
considerably more product in the United States. So it 
is simply to point out that winners and losers are 
created by trade agreements and one has to judge them 
over time as those dislocations work through. And I 
guess the further point was that one wants to look to 
see whether in the process of those transitions 
environmental issues are being addressed and being 
taken into account, and I think that is the tougher 
question, and I am not sure that in every case they are, 
I think that we still have a considerable amount to do 
to improve the quality of the environmental issue 
handling that goes on in the trade liberalisation 
process. 


Helen Jackson 


304. You said earlier that Mexico was a poor 
country and therefore had greater environmental 
problems than the United States, which has greater 
technology. Are you really putting forward the case 
that that is automatically always true, that because a 
country is poor economically then it will have more 
environmental problems than the City of London, with 
its traffic fumes, pollution and asthma? 

(Mr Esty) I think it is not absolutely a fixed 
principle but it is a pretty common empirical 
observation that the richer the country the more 
resources available for environmental investment, and 
that is not to say that rich countries do not have 
problems, certainly the City of London does, but I do 
not know if you have been to Mexico City recently, it 
has far worse problems. So I think the point simply is 
that as countries become wealthier, and there is again 
a good bit of evidence to support this, there is a 
tendency to increase the investment in pollution 
control and pollution abatement activities, so that, over 
time, pollution will rise in the early stages of 
industrialisation and then fall as countries become 
wealthier and invest more in pollution control. So I 
think it is quite important to recognise the value of 
increasing the wealth of a country as one way of 
getting the country in a position to be able to address 
environmental concerns. 


305. Do you not give any credence to the view that 
increased developments, increased use of carbon-using 
industry, traffic, etc., is actually causing problems that 
it will be the rich countries that have to deal with in 
the future, not the poor? 

(Mr Esty) Clearly, economic activity does entail 
pollution problems that must be dealt with, and more 
economic activity presents the risk of greater pollution 
problems. So, to that extent, 


306. Is this not arguing exactly against what you 
have been saying? 

(Mr Esty) No, not necessarily, because, per unit of 
output, the pollution drops as economies grow, and the 
first little increment of resources that a country has 
have to be devoted to higher priority needs—feeding 
people, basic health care—and it is not until countries 
achieve middle-income status that they even perceive 
themselves as having any resources to devote to 
environmental protection. So I do not think it is a 
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contradiction. As to the second part of your question, 
about whether there are problems that industrialised 
countries need to face, clearly they do, and climate 
change is one of them, the reference you made to 
carbon dioxide emissions. But I think it is also 
important to recognise that developing countries are 
playing an increasing role in that issue and it would be 
a mistake to say that the problem is solely that of the 
developed world, it truly is an issue that is worldwide 
in scope and must be dealt with on a global basis. 


Mr Taylor 


307. We have heard a lot of NAFTA as a model. 
Is not the basic problem though, at WTO level, that, a 
large number of countries have signed up to WTO, if 
a smaller number sign up to a multilateral environment 
agreement it is the non-signatories that may contest 
any trade measures that result? NAFTA has the 
advantage that everybody signed up and it is not 
therefore likely to spin into the kind of conflict that 
one might see at local level? 

(Mr Esty) I think your suggestion that the bigger 
issues arise at a WTO level, the global level, is 
absolutely correct. I believe that regional trade 
agreements offer benefit as a starting-point for getting 
countries to work together, which might ultimately 
translate into further opportunities for co-operation at 
the global or WTO level. Your specific question about 
the non-signatory is clearly one of considerable 
concern. I have called for, in a book I have written, a 
principle, which is if an international environmental 
agreement is widely adhered to it should be applied by 
those who are parties even to those that are 
non-parties, and there is a fairly substantial tradition in 
international law in support of that, in that, absent a 
global legislature, customary law becomes acceptable 
to enforce, even against those who have not 
specifically signed on. So there is complexity to trying 
to apply environmental standards to those that have 
not expressly agreed to them, but I think there are 
ways that that can be pushed to the advantage of the 
environment, over time. 


308. One other question, just to follow what 
somebody else said. You take the sustainable 
development view, you see that as being a part of 
tackling environmental problems. I think a lot of 
people would see global warming as probably the 
biggest single environmental problem and yet that 
appears to be the one problem where economic 
growth, almost by definition, worsens the problem? 

(Mr Esty) Certainly economic growth worsens the 
problem, but inefficient economic growth worsens 
more than efficient economic growth. So if one could 
move certain major emitter countries onto more energy 
efficient tracks we would do a great deal to address 
the problem, and I am thinking notably of China, 
where China’s economic growth, as we all know, is at 
a staggering 10 per cent plus level and it has been there 
for a decade and is likely to be there for many decades 
to come. If we are to address climate change seriously, 
we have got to find ways td bring down the emissions 
growth track that a country like China is on. The truth 
of the matter is, as you well know, Britain is more or 


less level in emissions from 1990 to the year 2000, 
one of the countries that is, in fact, doing better in 
that regard, but across the OECD countries up a small 
amount, the true growth in emissions is in the 
developing world. So we have got to find mechanisms 
that allow the developed world to work with the 
developing world to address a problem that is, as I say, 
inherently global in scope, and where, even if we in 
the developed world were to do perfectly what we 
think we need to do, hold emissions or even bring 
them down, if we do not address the growth of 
emissions in the developing world we will not address 
the issue in a way that is necessary. 


Mr Stephen 


309. Do you see any danger of a populist 
anti-trade agenda combining with demands for 
environmental trade measures tipping the scales in the 
United States towards protectionism and against free 
trade in the world? 

(Mr Esty) Your question is particularly apt, but I 
fortunately heard the radio on the way in this morning 
and understand that Bob Dole has won a sweep of 
primaries yesterday, so that the most ardent advocate 
of the populist protectionist viewpoint, Pat Buchanan, 
I think is now on the decline. So I suspect that the 
immediate threat of a serious candidate advancing that 
as the agenda on which he would govern as President 
is now going to slip back. Nevertheless, I think the 
fact that Pat Buchanan has done as well as he has in 
some of the recent primaries has indicated that there is 
within the US public a certain per cent that are 
attracted to the protectionist, isolationist viewpoint, 
and I think there is a risk that that segment of the 
population, teamed up with certain parts of the 
environmental community, could create a coalition that 
would advance an agenda that would be against free 
trade, or at least be trying to condition free trade on 
certain kinds of standards that would make it virtually 
impossible to have real trade liberalisation. 


310. So there is a danger. President Clinton, of 
course, is interested in world trade environment issues 
but, as I understand it, the United States has, as yet, 
no official policy and the White House Committee on 
Trade and the Environment, I think, has not yet met, 
has it? } 

(Mr Esty) 1am on that Committee and it has not 
yet met, but our staff is meeting tomorrow and the first 
official meeting of this group will be next month, in 
the month of April, so there is an effort now to push 
it forward, but, frankly, several of us who are on the 
Committee had to prod the US Trade Representative 
in the White House office into getting this geared up. 
And I think your characterisation of the US position is 
a fair one. I would argue that the US has not done 
what needs to be done to move this issue forward, 
which is to show real leadership and to put on the table 
substantive options that people can debate, and I guess 
my belief is this issue cannot move without US 
leadership, but I do believe the other countries have 
also not come up to the bar with real prospects for 
advancing the issue. And it does seem now there is 
some urgency to this, as we head for the December 
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1996 Ministerial Meeting of the WTO in Singapore. 
And, as you all know, there is a fairly broad agenda of 
trade and environment issues that were agreed upon in 
the setting up of the WTO Committee on Trade and 
Environment; that agenda, I would argue, has moved 
very little in the time since the Marrakesh Ministerial 
Meeting several years ago, and it is starting to be an 
issue. 


311. Would you have any comments to make on 
the position of the British Government? 

(Mr Esty) I hesitate to say too much, because I am 
probably not as well-informed as some people who 
have been tracking the issue more closely. In my 
previous experience, observing the process much more 
closely when I was leading a US delegation to the 
OECD Trade and Environment Committee meetings 
and participating more directly in those sessions, it was 
my impression that the British Government position 
was dominated by Trade Ministry officials and was 
reflective of the trade principles that I think the Trade 
Ministry held as important. There were occasionally 
glimmers of an environmental position that emerged 
as well but those were often less visible. And certainly 
on some issues that I think are quite important in 
moving this process forward, for example, opening up 
meetings to non-government organisations, the British 
opposed that, in meetings at the OECD, on a number 
of occasions. Now, it may have changed its position, 
but at the time that I was dealing with this, now several 


years ago, that was a fairly standard British 
Government position. 
312. In your book you say that the World Trade 


Organisation Committee on Trade and Environment 
“has done rather little to advance the integration of 
trade and environmental objectives” and “virtually no 
substantive advances have been made on any agenda 
item before the CTE”. Do you have any explanation 
as to why the Committee has achieved so little, and 
what results do you expect to come out of Singapore? 

(Mr Esty) I think one of the difficulties with the 
CTE process is that it is trade types talking to trade 
types, and to move this issue forward one really needs 
the integration of environmental thinking and trade 
thinking. So I am worried that the WTO forum may 
not be an appropriate one for real progress on this issue 
because I do not think you get the mix of views, and 
certainly the trade and environmental officials are not 
on an equal footing when they meet in Geneva. 


313. What would be the appropriate forum? 

(Mr Esty) I think more progress has been made at 
the OECD, where there is a joint trade and 
environment effort and where there is more or less 
equal footing between those two camps. I guess I am 
also of the opinion that a good bit of the issue in the 
integration of trade and environment involves 
improving the environmental world regime and that we 
have a particularly weak international environmental 
system now. So one way to advance the trade and 
environment debate is to advance environmental 
thinking, and I think we have spent a lot of time 
thinking about how the trade world needs to gear up 
to address environmental issues, we would do well to 
spend some time pushing forward the advancement of 


an international environmental regime. It is up to the 
kinds of global challenges that we have spoken about 
here today and which I think people are increasingly 
recognising. Shall I answer your other question about 
Singapore? 


314. Yes; and could I, finally, put the point to you 
that it is, of course, impossible to underestimate the 
effect of US elections on almost everything that goes 
on in the world. How much do you think the outcome 
of Singapore is going to be conditioned by the fact that 
US elections are presently in progress? 

(Mr Esty) I hate to put too much weight on US 
elections, but I think you are right, in that they 
certainly cast a shadow across an event like this 
Singapore meeting, so there is no doubt that there will 
be some impact. A year ago, if you had asked me what 
the impact would have been, this would have been just 
after the Republican takeover of the US Congress, I 
would have argued that it was going to be very 
difficult for the Clinton administration to advance any 
kind of environmental agenda. I would now argue 
somewhat of the opposite. I think the environment has 
re-emerged in the last few months as a potentially 
telling issue in the 1996 presidential election, and I 
suspect that there is an opportunity for the Clinton 
administration to push the environment as an issue 
heading for Singapore as a way of demonstrating its 
commitment on environmental issues and as a way of 
trying to differentiate itself from a Republican Party 
that has not done so much with the environment in 
recent years. So J think there is some prospect but not 
necessarily a certainty that the environment will be 
given more of a boost by the Clinton administration in 
the coming months. I think that will be important, 
because on a current trajectory the prospects for 
Singapore are quite gloomy on the environmental 
front. If you look at how little has been done over the 
last several years, it would frankly be one’s best guess 
today that virtually nothing could be agreed upon in 
Singapore on the trade and environment front. Even 
more than that, I think one would have to ask whether 
the Committee on Trade and Environment should have 
its mandate renewed, given how little it has done. Now 
that is perhaps an extreme suggestion for Singapore, 
but I am of the view that if that body is not going to 
be able effectively to deal with these issues we should 
think of setting up an alternative, and there have been 
proposals for an intergovernmental panel on trade and 
environment, that might be worth considering, in that 
it would be a fresh start, it could be given a new 
charter, it could bring together new people, it could 
put trade and environmental officials on a common 
footing. 


Mr Gerrard 


315. Can I follow that point you just made, about 
the suggestions for an intergovernmental panel. You 
have suggested in your evidence, and | think several 
times suggested, that what we should set up is a global 
environmental organisation. I wonder if you could 
explain, firstly, how you see that as differing from an 
intergovernmental panel, and how we might set about 
creating such a body? 
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(Mr Esty) I do believe we need a_ global 
environment organisation, and the difference would be 
that that would be a permanent body, attempting to 
unify various elements of the international system now 
devoted to environmental protection. One of the issues, 
I think, that makes trade and environment hard to 
advance is that there is a well-established trade regime, 
centred now on the WTO, and _ virtually no 
international environmental regime. We do have a UN 
Environment Programme but it is a terribly weak body, 
and we also have environmental obligations, or 
environmental roles, played by half a dozen, or even a 
dozen, other international entities. So _ the 
environmental world is terribly fragmented; it is not 
very effective. I believe we would do well to abolish 
six or seven of the existing UN entities that play some 
environmental role and consolidate them into a new, 
streamlined, more effective global environment 
organisation. Now, my argument as to why we need a 
global environment organisation is that it is founded 
on the principle that environmental problems should 
be addressed generally on the geographic scale on 
which they arise, which means many problems are 
local in scope and are best addressed locally. We are 
seeing in the United States a tremendous interest now 
in devolving power from Washington to the states, 
where, in fact, I think you will get more effective 
environmental protection on issues that are local. 
Where issues are national in scope I think the national 
governments are appropriately the actors best situated 
to address them, but where issues are international, 
transboundary in their geographic reach, it is important 
that we have some kind of an entity that can address 
those issues, and I think that is the need that will be 
perceived increasingly for a global environment 
organisation. There is also benefit, I think, to the kind 
of information sharing that a global environment 
organisation would facilitate; knowledge about what 
kinds of problems we face, the policy instruments 
available to address them, what works and what does 
not work is very helpful. It is something we would 
want to disseminate as quickly as possible and a 
functioning and effective global environment 
organisation would provide a mechanism for doing 
that. 


316. You were quite scathing in your evidence 
about UNEP. Do you think it is possible, given 
resources and some political will, that UNEP might be 
able to develop into the sort of organisation you want 
to see, or do you simply think it is beyond salvation? 

(Mr Esty) Beyond salvation. I think the new 
leadership in UNEP is trying very hard to revive the 
organisation, and it is, I think, difficult in the current 
structure. I think there is a UN bureaucracy that is 
making it hard to do the kind of management reforms 
that are necessary there. I think the history of lack of 
attention to those kinds of issues has weakened the 
confidence of governments in that entity. I think we 
would do better to abolish it and start over than to try 
and fix it. I also have grave doubts about whether the 
world can be run from Nairobi, and I know that is a 
politically difficult thing to say, but I think one of the 
reasons for the success of the GATT and now the 
WTO is that Geneva is an easier place to get a first 


team, A team, staff to live and to devote a lifetime of 
work to the effort. And I think Nairobi is proving to 
be a very difficult place to run meetings, to have 
communications work and to get the kind of first team 
staff you need to undertake these very difficult 
co-ordination functions. 


317. Do you think UNEP has had any successes 
in, say, overseeing multilateral environmental 
agreements, or do you regard those as really not 
sufficient to justify development? 


(Mr Esty) No, | think the successes of facilitating 
negotiation of the Montreal Protocol, for example, 
have been very important, but also I am very worried 
about the trend we are on. I think the ad hoc approach 
to environmental issues and the increasing number of 
international agreements over time weakens, not 
strengthens, our system, because it divides our 
attention and it makes it harder to systematically 
budget and set priorities, it makes it hard to co-ordinate 
across issues and between issues that are linked. And 
I think we would do better to have some consolidation 
into a single entity rather than having an 
ever-increasing number of secretariats and separate 
entities, all competing to manage international 
environmental problems. 


318. Can I just clarify your view of an. 
intergovernmental panel. Are you suggesting that an 
intergovernmental panel perhaps would not have the 
authority that would be needed and that you believe an 
organisation with authority is needed? But is it realistic 
to suggest that we can actually get to an organisation 
with authority quickly and would it perhaps be, in your 
view, worth considering an intergovernmental panel, 
even if it is only a step on the way to a body with 
authority? 

(Mr Esty) 1 think you have identified exactly what 
I believe the value of an intergovernmental panel is, as 
a transition mechanism for getting us from where we 
are today to a position where more countries might be 
comfortable setting up an entity with real authority. 
The prospect of setting up a global environmental 
organisation that would have any authority is a very 
difficult one, because of the issue of national 
sovereignty, and I think we still have a world of nation 
states that are very hesitant to give up any kind of 
sovereignty. Of course, it is my view, and I think an 
increasing number of people’s view, that that view that 
we should handle everything on a nation state, 
sovereign basis runs , directly contradictory to 
environmental facts. Where we _ have global 
environment issues, depletion of the ozone layer, 
climate change, oceans pollution, we, in fact, have a 
softening of sovereignty already, and that is not 
something anyone gets to choose, it is simply the way 
the world works. And, ultimately, I think we are going 
to have some recognition of that, but it may take 50 or 
100 years, and I hope it does not take that long, and it 
may take the kind of crisis that precipitated the 
creation of the international trading regime, where 
again countries were required to surrender some 
measure of sovereignty and to recognise that they were 
in a world of interdependence. But your suggestion 
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that the idea of an intergovernmental panel could be a 
transition to that I think is exactly on the mark. 


Mr Taylor 


319. Having said all of that, you see the greening 
of the WTO as, if you like, the second best option; 
can you tell me a bit about how you would see that 
being done? 

(Mr Esty) Given the difficulty of creating an 
environmental counterpart, or counterweight, to the 
WTO, which would be the first best option because it 
would allow the WTO to maintain a more straight and 
narrow focus on trade liberalisation and have 
environmental issues dealt with in parallel, I think we 
do have, absent that environmental option, some need 
to ensure that the environmental issues are dealt with 
within the trade entity. So I think the WTO has in front 
of it a number of issues and this could be viewed as 
the agenda for Singapore, or the agenda 
post-Singapore, and I think this is where I am 
disappointed that less than full progress has been 
made. I would argue a number of issues should be on 
that agenda. One, a set of issues would be process 
issues, opening up the way the trade process works, 
the opportunities for greater transparency. J think, 
again, the truth of the matter is that environmental 
problems are marked by tremendous uncertainty, the 
science is uncertain, the best policy. responses are 
uncertain, and the only way in a context of that kind 
of dramatic uncertainty to ensure that we are going to 
move forward over time is to have a constantly 
reviewed policy process, where the prevailing wisdom 
is being reviewed by many non-government 
organisations, in particular, being challenged, being 
pushed, being refined, being reformed. So I think 
transparency in an open policy process is essential to 
good environmental policy-making; it is also my view 
that open processes reduce the scope for special 
interest manipulation by allowing everyone to see what 
factors are shaping policy outcomes. So I think the 
WTO would benefit, both in terms of this policy 
challenge dimension and from the capacity of exposing 
special interest manipulation, by having a more open 
process. It seems to me very odd that the WTO has 
dispute panels that make important judgments and then 
does not release them. It is the only court in the world, 
of course it is not a court but the only court in the 
world I know that does not release its decisions, and it 
is hard to have precedential value, it is hard to really 
understand what the guiding principles are when you 
do not have a recognised process for opening these 
cases up. I think it would also benefit from a review 
process, a panel, dispute panel process, that had 
opportunities for non-government entities to provide a 
view; it is done in many parts of the world. I do not 
think it would be that difficult to set up a process, 
it would benefit the trade world to hear the different 
viewpoints; again, sharpening one’s thinking by 
understanding what others are saying about the point 
you are trying to address is always valuable, from my 
point of view. So I put on the top of the agenda, or 
certainly one of the important priorities would be, an 
opening up of the WTO process, particularly 
transparency and especially in the dispute settlement 


area. I would also put near the top of the agenda the 
need to protect or to address how the WTO and the 
trade system generally will deal with international 
environmental agreements; this is something where the 
NAFTA provides a direct model, in that it has 
language in it that says that the trade principles will 
not be viewed as overriding important international 
environmental agreements. It seems to me the WTO 
and the GATT need some similar kind of mechanism. 
And, beyond that, I think there are issues of refining 
so-called Article XX, the Article in the GATT 
Agreement that says when one can deviate from free 
trade obligations to address other concerns, 
environment among them. And I think that Article 
currently is not well-balanced, it basically sets up a 
practice where if a trade principle and an 
environmental principle bump into each other the trade 
principle will trump, and I think we do not need to say 
that environment should always win out, that would be 
an equal mistake, but we need a more refined 
mechanism for weighing the virtues of trade principles 
and environmental principles when they conflict. 


320. But the WTO would say, in response to that, 
that its function is free trade, if you do that you break 
the function it is good at without necessarily making it 
any good at the function that you want to incorporate? 

(Mr Esty) And I agree with that, and that is why 
the first best answer would be to set up an alternative 
track on which environment issues can be dealt with, 
which would be a global environment organisation, 
and then one could have the WTO refer environmental 
policy issues to an environmental entity and take back 
and incorporate by reference the judgments or 
decisions of that. 


321. I understand that it is not your first option, 
but nevertheless you are arguing that there should be 
such changes whilst equally saying, yes, it might 
wreck what you have got? 

(Mr Esty) Absent a mechanism that is going to 
handle the environment issue separately from the 
WTO, I think you cannot give too much credence to 
the suggestion the WTO should not address these 
issues, because otherwise they are not addressed at all. 
And one of the starting-points for all of the trade and 
environment debate, and I think even the most ardent 
trade economist would accept, that in the absence of 
addressing environmental policy issues one cannot be 
certain that trade liberalisation will improve social 
welfare. So one does have to be clear that 
environmental issues are being appropriately dealt 
with or else you are uncertain as to the outcome of a 
trade liberalisation process. 


322. One advantage of doing it by the forum to 
the WTO, in contrast to having a GEO, is, at least, if 
you like, there is a point where these things have to be 
debated out and resolved between each other. I am 
not quite clear how that happens, if you have got two 
competing organisations who may have absolutely 
conflicting conclusions? 

(Mr Esty) And they could have mandates that lead 
them to believe that they should decide; so there is 
clearly a need, if one were to have the sort of parallel 
structure I am talking about, to have some mechanism 
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for adjudicating disputes. And I would think that 
would involve, first, informal consultations between 
the two bodies, trying to settle it on an informal basis, 
and if that were unable to resolve the issue you would 
have to have some third party arbiter appointed that 
would work that through, whether that is the 
International Court of Justice or some entity that would 
settle disputes that were intractable. 


323. Which would then in 
environmental expertise, and so forth? 

(Mr Esty) And I believe there is some recognition 
that that kind of environmental expertise is necessary 
and is being incorporated into the International Court 
of Justice, actually, so an environmental chamber 
being set up. 


itself need 


Mr Gerrard 


324. Can I just pursue this point, because if you 
did have two major organisations, which potentially 
could clash, then there obviously would have to be a 
mechanism for dispute settlement. Are you not then 
getting further into the question of the erosion of 
national sovereignty, are not a lot of governments 
going to look at that and say, “Well, this is taking even 
more sovereignty away from us’? 

(Mr Esty) I think the prospect of having to have a 
dispute settlement mechanism that would work 
through conflicting points of view from these different 
entities actually smooths the international mechanism 
rather than worsens it, and I think what you have now 
is a system where the rules are not clear, where the 
mechanism is not available, and as a result the 
disputes, by default, are not dealt with very well. Now, 
it seems to me, in the structure of the WTO, and the 
GATT before it, one already has mechanisms by which 
the GATT refers issues to other entities. For example, 
the GATT accepts by reference analyses about whether 
countries should be allowed out of their trade 
obligations because of balance of payment difficulties 
by reference to IMF judgments on that point, so the 
International Monetary Fund is established in that 
domain as the point of reference for GATT analysis. It 
seems to me something similar could be done, defining 
certain realms within which the WTO would look to 
an environmental agency, or an environmental entity, 
for guidance; obviously, that does not solve the case if 
there is a dispute, ultimately, you would need a 
mechanism. I do not know that it is going to worsen 
the concerns about national sovereignty and, as I said 
earlier, I think the difficulty with the national 
sovereignty argument is that, in a world of ecological 
interdependence, an ongoing belief that we can live 
totally devoid of interconnection and of mechanisms 
to co-ordinate our world together just does not deal 
with the facts and does not deal with the reality of 
these spill-over issues, and in today’s world the 
principle of national sovereignty does not help deal 
with the issues that we are facing. That principle, as 
you all know, was set up to deal with the religious 
wars of Europe, and the principle of tolerance works 
fine in that regard, you do in your country what you 
want, I do in my country what I want; today, that 
principle applied in the environmental domain does not 


work, because what you do in your country affects 
what I do in my country, because of the potential of 
these global spill-overs. 


Mr Stephen 


325. I would have thought there were very few 
governments today that take the view that we do not 
live in an ecologically interdependent world, I think 
that is given. I think the problem that national 
governments have is that if they submit themselves to 
some supernational adjudicatory process then they are 
not going to get a fair deal, that the system itself, or 
the way the system is operated, may discriminate 
against them, their citizens, their trading companies. 
So what we are looking for is a system in which all 
nation states can have confidence that they are going 
to be treated fairly? 


(Mr Esty) First, I will quibble with the premise 
of your statement that all governments recognise their 
ecological interdependence. I would argue that the 
United States does not recognise that. We live in a 
country where an extraordinarily large per cent of the 
population and an even larger per cent of the US 
Congress has no understanding whatsoever about the 
softening of sovereignty, as a fact; that premise that 
there is understanding of the need to work together, » 
frankly, just is not there. So this creates a very difficult 
starting-point for any effort to establish 





326. Yes, but that does not mean to say that they 
do not realise that we live in an_ ecologically 
interdependent world, it just means that they think the 
United States should run that world? 


(Mr Esty) You are right; there are two approaches. 
I think that 40 per cent do not realise they live in an 
ecologically interdependent world and another 40 or 
50 per cent would like to believe that there is 
ecological interdependence and the US should just be 
allocated the responsibility for managing it. But the 
combination of those two gives a very, very significant 
majority, unwilling to cede any authority, any entity, 
outside of the boundaries of the United States. And so 
your point is one, I guess, I would agree with, and, 
frankly, the prospect that we would not always get the 
answers that we want from any kind of international 
adjudicatory body is exactly what people are worried 
about. As you know, Senator Dole proposed, in the 
context of the ratification of the Uruguay Round of 
trade negotiations, a “three strikes and we’re out” rule 
for WTO panel disputes, his proposal was if we got 
three decisions we did not like we could quit. So it 
goes exactly to confirm the point you are making, and 
I suspect that we are going to have to evolve into any 
kind of international process over time, as people come 
to appreciate the likelihood of getting relatively good 
answers. I think one can look at the WTO, or actually 
the GATT before it, as a pretty good example of how, 
over time, a dispute settlement entity builds up 
authoritativeness by doing a pretty good job, and one 
can quibble with answers that have come out along the 
way, but I think, by and large, people say that it has 
worked pretty well, and I think we could do something 
similar in the environmental round and not have 
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constant challenges from a national perspective. But it 
is not going to be easy. 


Chairman 


327. Can I just ask you, a global environmental 
organisation you would want every country to sign up 
to, is that right? 

(Mr Esty) Yes. 


328. But, the World Trade Organisation, everyone 
is not signed up at the moment, are they? 
(Mr Esty) That is correct. 


329. So is there not a problem of an interface 
between the two, particularly for those countries that 
belong to one and not the other? 

(Mr Esty) There will be difficulties, if you have 
got parties that are signatory to one agreement and not 
another, because they will claim they cannot be 
pressured in one forum for their failure to abide by 
rules set up in another forum that they are not signed 
on to; so there will be some difficulty with that. But, as 
I think I mentioned earlier, in response to Mr Taylor’s 
question, the fact of international law is that you can 
get around that if you can declare that something has 
become custom and that people need to abide by it, 
not because they have signed on to it, necessarily, but 
because it is the custom and the norm of countries in 
their international relations. So it would, again, take 
time to establish that kind of principle, but I think 
ultimately one could get there. I also would hope that 
the entity to be set up would be one that would offer 
enough benefits to countries that they would find it 
advantageous to join. I think there is, in my vision 
of a global environment organisation, going to be a 
tremendous amount of information sharing and data 
exchange and policy information put out by that entity, 
which countries would greatly benefit from being part 
of. 


Chairman: Thank you very much. Neil Gerrard. 


Mr Gerrard 


330. Can I ask you about, rather than the 
mechanism of dispute settlement, the sort of factors 
that you think ought to be taken into consideration, if 
we are having to decide between trade and 
environment; you suggested a test, I think, in one of 
your books, of assessing “real environmental injury”. 
I wonder if you could define that term for us? 

(Mr Esty) This question of how to settle disputes 
is a pretty complicated one, a technical one, so I 
apologise if this gets too abstract very quickly. But I 
think we would benefit from some kind of established 
injury test, so that we have as a starting-point for the 
inquiry a question of is there environmental harm and 
where is the environmental harm occurring, and that 
would help us, would guide us through a series of 
questions that I think would then allow us to decide 
whether a trade remedy is appropriate and whether the 
trade process should respond to the environmental 
harm. And, I think, in particular, one has to 
acknowledge that environmental harms that countries 
inflict upon themselves are generally not going to be 
the subject, or would not be an appropriate object for 


trade sanctions, or trade mechanisms and response; 
environmental injuries that are transboundary do 
present the potential of invoking a trade response 
because countries should not have to bear harms that 
others are inflicting upon them. 


331. How would you deal then with something 
that might perhaps be seen as a psychological factor; 
let me give you an example, the EU ban on fur caught 
through leghold traps. Now I am not advocating the 
use of leghold traps, but how would you address an 
issue like that, where it could be argued, “well, people 
dislike this for psychological reasons” rather than for 
something which could be measured as a purely 
environmental effect? 

(Mr Esty) This raises one of the toughest issues, I 
think, in this whole trade and environment debate, it is 
often talked about as “psychological externalities”, that 
is there is an impact beyond the border but it is not a 
physical impact, it is just that people feel bad about 
something, leghold traps is one example, destruction 
of the rainforest is another. And I think what you have 
to ask there is whether the folks who are suffering the 
psychological injury should not have a conditional 
right to get their harm addressed, the condition would 
be that they pay for it; so there is some right to have 
your issue taken on but only if you are willing to pay. 


332. Pay, in what sense? 

(Mr Esty) If you are talking about the rainforest, 
you would have to compensate those that hold the 
forest resources for providing what would then be the 
service of forest preservation. As it is now, I think 
Brazil has a legitimate argument to make, that it is 
providing tremendous biodiversity guardianship value 
to the world at no compensation, and if the world 
declares or people believe that that is worth something 
then we either have to intervene in a way that allows 
Brazil to recognise that or allows Brazil to capture 
some of those benefits, or compensate Brazil for 
providing this global benefit that they otherwise are 
not paid for. 


Mr Stephen 


333. But sometimes compensation is not possible, 
is it. Let us take the leghold traps, for example. For as 
long as anyone can remember, the Innuit people in the 
north of Canada have lived by trapping animals for 
their meat and for their fur; if you take that way of life 
away from them, because of psychological concerns in 
Europe or the United States, or emotional concerns, 
what are those people left with, living as pensioners of 
the rest of the world, living on drugs, what is in store 
for them? 

(Mr Esty) No, you are right, these are not easy 
decisions and IJ think at some point this becomes a 
question of ethics or of moral philosophy: is what is 
being proposed so offensive from a moral standpoint 
to others that we are not going to permit it. In which 
case it is unfortunate that that may be the end result, 
of living as pensioners of the world, but if we truly 
believe that what their behaviour is about is morally 
unacceptable that may be the price we have to pay. 


334. They might have to pay? 
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(Mr Esty) They might have to pay, and we would 
have to subsidise that as well. 


Sir Irvine Patnick 


335. I wanted to go back to Brazil and what a vital 
area Sao Paulo is in Brazil, but I am not going to go 
that way because it will take quite—you are an expert 
and I wonder if you can help me. What 
recommendations have you that are really practicable 
on how environmental costs can best be (I nearly said 
internationalised) internalised in product prices? 

(Mr Esty) I think the concept of cost 
internalisation is one that has now won wide 
recognition as a good way to do environmental policy, 
if we get the incentives right people will go the 
direction we are trying to steer them, so it is important 
that we use these economic instruments. The difficulty, 
and I think this is perhaps what your question is 
driving at, is there is a real first mover’s disadvantage; 
if you are the first country that puts the cost 
internalising taxes in place your entities, your 
companies, in a global market-place, will have higher 
cost structures than their competitors and may suffer a 
competitive disadvantage. So I think this is a case 
where if we could get everyone to jump together we 
would all do it without suffering competitive 
disadvantage and we would actually achieve the result 
we want. So this is, from my opinion, the classic 
problem of collective action, collective action, we 
recognise, is often necessary to get people out of the 
kind of dilemmas that you posed, and I think it is 
another argument for a _ better international 
environmental structure, international environmental 
regime of some sort, it gets people co-ordinated and 
able to move 





336. Yes, people want things but they are not 
prepared to go along with them. I cite two examples. 
The landfill tax in the United Kingdom, which 
everybody thinks is fantastic, but nobody wants to do 
it, everybody else should do it but, you know, “I’m 
special”. And the other one was we all believe that we 
should economise on fuel, so we put VAT on fuel, and 
everybody thinks, “That’s a tax that we can do 
without”. So we are all wanting things but, as 
individuals, as nations, everybody should pay for them 
and it should actually happen, but it should not be at a 
cost to anyone. Now, you and I know that, I think, one 
of the first things I was taught in life is never be an 
inventor that actually puts it in, you know, let 
somebody else bear all the costs and then you say, 
“Ah, yes, it’s very good’’? 

(Mr Esty) You have highlighted what economists 
would call the “free-riding problem”, we all would be 
very happy to have these problems dealt with so long 
as other people bear the costs of the response, and that 
is a natural tendency and it is one that I think 
environmental policy faces every day, both locally, a 
national basis, and internationally. It usually occurs, in 
my mind, the response to that comes when the problem 
of not addressing the issue becomes big enough and 
visible enough that people say, “I guess we really do 
have to all go in on this together”. And my example 
would be the international trade regime, which again 


requires tremendous surrender of sovereignty, almost 
unthinkable surrender of sovereignty, to this World 
Trade Organisation, and it failed, when we first 
proposed to have an international trading regime. 
Right after World War I there was a whole effort to 
push something forward like that, it did not go, and it 
took, frankly, the Great Depression and World War II 
and a tremendous world crisis to awaken people to 
their economic interdependence, such that the Bretton 
Woods Agreements were possible and we could set up 
this regime. I fear that similar kinds of crises will have 
to occur in the environmental realm to get people to 
pay attention to this interdependence and do the kinds 
of things necessary to have everyone move forward. 


337. Can I just push this just a little bit further. 
You see, we are back on the theory, it is a very good 
idea, we all want it, we all think it should be there, and 
I thought that remark of yours, about America thinks 
“everybody should do it and we should manage it”, I 
think that is something I shall remember forever and a 
day. How do you get these people to suddenly do it, it 
is at a cost, and that makes me less competitive, if that 
is the word I use, than nation X, why should I do it, 
which we all know it is good; that, Sao Paulo and 
Brazil, everybody wants the forest and “don’t cut it 
down” and everything about it, and they are there, 
saying, “Well, what are you going to do about that?’”? © 

(Mr Esty) 1 think there are several ways of getting 
over sort of the political obstacle, which is what you 
are posing; one would be to phase in these changes 
over time and, frankly, the time 





338. Sort of internationally? 

(Mr Esty) 1 think you can start on a national basis 
and try and co-ordinate national activities across 
countries, and, ultimately, as people get more 
comfortable with that then it will be easier to facilitate 
the international co-operation. 


339. We want Clinton to start this then, do we, 
and when we see America doing it we are all running 
behind? 

(Mr Esty) I think the truth of the matter is that, 
absent US leadership, these things are extremely 
difficult to do. I think there is potential for the 
European Union to play a leadership role; as a 
combined entity of size greater than the United States 
and tremendous political diversity and significance, the 
European Union could take a leading role. But I think 
the competitiveness concerns in Europe now are as 
sharp as they are in the United States and it may be 
difficult for Europe to play that role. On the other 
hand, certainly Britain could push the European Union 
in that direction, and Britain, I think, has played a 
leading role in a number of these environmental issues 
in the past, and, frankly, with the combination of good 
science, good economics and political leadership, 
progress could be made. And, again, I would not argue 
that this is going to happen overnight, a global 
environmental organisation is not going to rise, like 
Athena, full-blown, from the head of Zeus, it is going 
to take 10, 20, 30, 50 years to get people softened to 
their interdependence and their need to work together. 
But I do think it is unacceptable to say, “Well, the 
political obstacles are too great, people wont pay taxes, 
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therefore we can’t do anything”, and the risk is, if we 
go that route, the crises that might finally provoke a 
response could be very severe. And it would be a 
tremendous tragedy and really a terrible example of 
lost leadership if we allowed a true environmental 
crisis of World War II-like proportions to be what 
finally provokes us into taking common action. 
Chairman: Matthew Taylor, do you want to just 
finish on that topic. 


Mr Taylor 


340. I am just a little confused as to how you see 
the role of the UK, because just now you made some 
quite complimentary statements, earlier on you made 
some less.complimentary, and in your evidence you 
see us as lagging behind, holding things back, not 
being at the forefront. You have got an outsider’s 
view, where do you think the UK’s position is, and 
what perhaps ought we to be looking for from our own 
Government, because they are the people we are in a 
position to most influence, to be changing its position, 
or doing? 

(Mr Esty) I think the leadership that I was 
referring to was in what might be more purely 
environmental issues, the British role in advancing the 
science on climate change, the British role in pushing 
forward the Montreal Protocol, with the London 
Amendments. I think you had leadership from the very 
top in very important and dramatic ways that helped 
advance these difficult international agreements and 
moved people toward a consensus that they were 
willing to accept. So I think that is the kind of 
leadership that I have seen and I think has been 
profound in getting a very complicated issue addressed 
and getting people across an enormous diversity of 
political views to come together. Where I was more 
critical was in the specific trade and environment 
realm, where it is my perception, and again this may 
be a dated view so I would be happy to be corrected 
if it is no longer the case, but, where I was able to 
observe British government officials representing the 
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viewpoints in this trade and environment context, it 
appeared to be a viewpoint flavoured heavily by the 
trade perspective and only lightly by the environmental 
perspective, and one where, at least at times, there 
would have been opportunities to do things differently 
that might have shown environmental leadership as 
well as trade leadership. 


341. Can you give me an example of that? 

(Mr Esty) Again, the example that I most vividly 
remember was the US proposed, at the OECD Trade 
and Environment group, that the meeting be open to 
non-government organisations, and the first country to 
raise its flag in opposition was Britain. I also recall, 
more often than not, that the viewpoints advanced 
were from the trade side of the house, at these 
meetings you have a trade and environment official 
sitting next to each other, and who speaks is of some 
significance, and it was much more often the trade 
types than the environmental types. 


342. Is that true within the EU, or is that simply 
reflective of an EU position? 

(Mr Esty) In many of the EU countries; at the 
OECD everyone would speak for themselves, there 
would be no EU voice separately. 


343. But that is not true in the WTO? 

(Mr Esty) At WTO, right, it is an EU voice. I think 
it is true, it is less true within the EU as a whole, but 
certainly some countries within the OECD process 
have much more activist environmental voices, some 
have much less -active than the British. So I am not 
positioning the British as the low party on the totem 
pole here, but I would say you would get much more 
of an environmental viewpoint from Germany, 
Denmark, The Netherlands, even France, of course, 
although they do not have anything to back it up, but 
they are always free to, and often feel free to criticise 
everyone else on the environmental front. 

Chairman: On that note, can I thank you very 
much for your evidence, it has been very helpful. 
Thank you very much indeed. 
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Memorandum by Friends of the Earth (England, Wales and Northern Ireland) (WTE 20) 
WORLD TRADE AND THE ENVIRONMENT 
EXECUTIVE SUMMARY 


Friends of the Earth (FoE) believes that the trade and environment debate is at something of an impasse at 
present. Nevertheless, the integration of trade, environment and development policy remains a matter of urgency. 
To this end, FoE has established an international campaign on Trade, Environment and Sustainability and a 
number of projects looking at sustainable production and consumption and international trade. 


In general, Friends of the Earth believes that the “trade and environment” debate is being hindered by an 
unnecessary polarisation of views concerning appropriate economic models (i.e., trade liberalisation versus 
protectionism). Friends of the Earth believes that international trade should instead be considered as a potential 
means of contributing to the establishment of healthy and sustainable societies. In this respect international trade 
policies require careful management. Furthermore, such management needs to be undertaken in conjunction with 
policy changes relating to structural adjustment and international debt in Third World countries. 


More specifically, FoE has found that international trade in soybeans has devastating environmental and social 
impacts on communities and their environment in Third World countries. Similarly, the negative environmental 
impacts of trade in timber and frogs’ legs has prompted governments to introduce counterbalancing trade 
measures. In most cases, however, these measures have already been discouraged or disallowed because of 
changes in international trade regulations. 


Friends of the Earth is also concerned about the potential unravelling of high environmental and health 
standards in richer, industrialised countries, also as a result of new trade rules. Currently, measures designed to 
restrict imports of fur and fur products caught in countries using leg-hold traps and beef containing growth 
promoting hormones, may be being reconsidered by the European Union. 


' Friends of the Earth believes that the Environment Committee should also give careful consideration to the 
impact of trade liberalisation on employment, sovereignty and the role of transnational corporations. A further 
area requiring attention is the potential for conflict between trade regulations and existing and potential 
multilateral environmental agreements. In particular, new World Trade Organisation (WTO) rules on intellectual 
property rights conflict with the Convention on Biological Diversity, thereby threatening to undermine the 
conservation of plant genetic diversity. 


Friends of the Earth also finds that the roles of different intergovernmental organisations dealing with trade 
and environment issues appear to be confused and that their achievements to date have been limited. Of particular 
concern are the facts that: 


— trade negotiations continue to be conducted in conditions of unacceptable secrecy, particularly in the 
World Trade Organisation, and 


— industry seems to be increasingly involved in the establishment of international standards relating 
to the environment and health, through the International Standards Organisation and the Codex 
Alimentarius Commission. 


Friends of the Earth believes that the establishment of an Intergovernmental Panel on Trade, Environment 
and Sustainability (IPTES) would help to resolve these institutional difficulties. 


RECOMMENDATIONS CONCERNING CURRENT UK INVOLVEMENT 


In view of the evidence contained within this memorandum, Friends of the Earth believes that the UK 
government should undertake to: 


(1) Support the establishment of an Intergovernmental Panel on Trade, Environment and Sustainability 
(IPTES), in order to effectively address the issues raised. 


(2) Conduct all trade negotiations in a more transparent and accountable manner and invite NGOs to 
observe and participate in official meetings on trade, environment and development in the WTO, the 
OECD and the various UN agencies. 


(3) Investigate ways of restructuring international trade in primary commodities, such that Third World 
countries’ terms of trade are significantly improved, by, for example, introducing International 
Environment-Related Commodity Agreements and reducing tariff escalation and agricultural export 
subsidies in the European Union. 


J 
(4) Work to uphold, and where appropriate improve, established environment and health standards, at 
the national, regional and international levels, provided these standards have been introduced in a 
transparent and equitable manner. 
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(5) Support participatory mechanisms for drafting international standards and oppose the WTO's 
recognition of the International Organisation for Standardisation and the Codex Alimentarius 
Commission as international standard setting bodies. 


(6) Consider ways of reducing currently unsustainable levels of production and consumption, in 
consultation with exporting countries that might be affected by such changes. 


(7) Explore possible mechanisms for managing the role of transnational corporations in international 
trade and propose that this issue be discussed in the WTO. 


(8) Oppose EU proposals to introduce negotiations on liberalising trade in investments in the WTO. 


1. INTRODUCTION 


1.1 Agenda 21 stated that: 


“In order to meet the challenges of environment and development, States decided to establish a new 
global partnership . . . for the success of this new partnership, it is important to overcome confrontation 
and to foster a climate of genuine co-operation and solidarity.” (Agenda 21, Chapter 2(1)). 


However, as stated in Friends of the Earth International’s report to the 1996 CSD, we believe that there is no 
real indication of a new global partnership with respect to trade, the environment and sustainability. On the 
contrary, international trade concerns continue to be given priority over the needs of people and their 
environment; governments persist in conducting business behind closed doors; and legal inconsistencies, coupled 
with a number of threatened international trade and environment disputes, indicate that there is insufficient 
co-ordination at the intergovernmental level, with respect to the integration of trade and environment policy. 
Governments need not only to implement those aspects of Agenda 21 that directly and undoubtedly benefit 
people and their environment, but also to reconsider the fundamental nature of the relationship between 
international trade and sustainability. [See International Trade and the Environment: the Implementation of 
Agenda 21, FoEI, 30 November 1995 (attached) for further detail]. 


1.2 Indeed, Friends of the Earth believes that it is most timely for the Environment Committee to be 
considering World Trade and the Environment, since the international trade and environment debate seems to 
have reached something of an impasse. However, the first WTO Ministerial Meeting has been scheduled for 
December 1996 and this will act as a deadline for governments to reach substantive conclusions in various 
intergovernmental fora. FoE believes that the integration of trade and environment policy is still an urgent 
matter and one that the UK government should not neglect (see section 2 for examples of our concern). However, 
neither should the government support the drafting of incomplete or ineffective conclusions by the CTE simply 
in order to meet the WTO’s deadline. 


1.3. There is also evidence of backwards movement with respect to environmental protection and sustainable 
development. There are indications that new WTO regulations (agreed in the Uruguay Round of GATT 
negotiations) may be and are being used to undo existing national and international regulations and agreements 
(see examples in sections 2 and 5). The government should therefore give careful consideration to whether or 
not new trade regulations undermine the UK’s commitments to existing environmental agreements and 
European legislation. 


1.4 Friends of the Earth believes that the UK and other governments will have to change their underlying 
attitudes to the integration of trade and environment policy. Governments need to take a long-term approach to 
economic development; to give genuine consideration to the needs and concerns of people living in other 
countries, particularly in terms of poverty alleviation and the protection of the local environment; and to operate 
in a transparent and accountable manner. 


1.5 Friends of the Earth International established its FoEI Trade, Environment and Sustainability (TES) 
Programme in October 1992. The principal aim of the TES campaign is to ensure that international trade is 
always considered within the overall context of sustainable societies. In other words, FoE considers international 
trade to be a means to an end, not a goal in itself. 


1.5.1 The TES campaign involves FoEI member groups from all continents (currently Canada; Chile; Costa 
Rica; the Czech Republic; Ecuador; El Salvador; England, Wales and Northern Ireland; Ghana; Grenada; 
Indonesia; the Netherlands; Nicaragua; Scotland; Sweden; Uruguay; and the USA [see International Trade and 
the Environment: the Implementation of Agenda 21, FoEI, 30 November 1995 (attached) for further details]. 
This diversity means that FoEI has the ability to develop policy recommendations that are relevant to all our 
members, wherever they live. FoE England, Wales and Northern Ireland (FoE EWNI) co-ordinates this 
international programme. For this reason, the evidence that FOE EWNI presents here reflects both our national 


and international concerns. 


1.6 Friends of the Earth does not campaign on “trade and the environment”. Rather, we are concerned with 
“trade, the environment and sustainability” (see, for example, points 2.14 to 2.16). The concept of sustainability 
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encompasses people’s quality of life in terms of both the social and environmental conditions that they 
experience. Thus social issues are also touched upon in the evidence that follows. 


1.7. Finally, Friends of the Earth believes that the fortunes of many different economies are becoming 
increasingly bound together, as national economies become more interdependent and as countries collectively 
experience severe environmental difficulties. We therefore believe that it is inappropriate to consider the impact 
of trade and environment agreements on Third World countries in isolation from other concerns and have 
adapted the content of the following evidence accordingly. 


2. THE INTERRELATIONSHIPS AND CONFLICTS BETWEEN LIBERALISATION OF TRADE AND THE PROTECTION OF THE NATIONAL 
AND GLOBAL ENVIRONMENT 


2.1 There is a growing body of academic work concerning the interrelationships and conflicts between trade 
liberalisation and the protection of the environment. However, there still seems to be little or no consensus about 
the precise nature of those relationships. Friends of the Earth believes that this is partly due to a refusal, by 
many governments, to acknowledge the potential drawbacks of trade liberalisation (see below for specific 
examples), and partly due to the lack of appropriate institutional structures, at both the national and international 
levels (see section 3, and in particular point 3.10). 


2.2 FoE believes that this lack of consensus has been hampered by a polarisation of views amongst almost 
all parties. Even now, the debate often seems to be little more than a battle between those who support trade 
liberalisation and deregulation and, those who support protectionism. FoE believes that this unhelpful focus has 
led to a general failure to look for constructive solutions to the very real and urgent problem of integrating trade 
and environment policy (see examples given in this section and point 4.4). 


2.3. FoE believes that international trade is a means to an end and should be treated as such. That desired 
end should be the establishment of healthy and sustainable societies and, if necessary, trade should be managed 
in order to achieve that goal. This is a area that FoEI is currently investigating as part of its Sustainable Societies 
programme (see points 2.14 to 2.16 for further details). 


2.4 The predominant view, favouring trade liberalisation, is that the removal of trade barriers increases 
competition and efficiency, thereby enhancing economic growth, and that this growth then “trickles down” to 
all members of a society, thereby increasing demand for environmental protection. However, FoE believes this 
view to be overly simplistic. A recent Green College paper points out that: 


ee 


. gains from trade liberalisation cannot be taken for granted. They must be justified in detail. The 
third argument is made by examining the relationship between economic growth and the environment, 
with special reference to the hypothesis that, as income increases, so environmental quality improves 
after a certain threshold. The evidence for the hypothesis is found to be ambiguous and in any case is 
limited to a small number of indicators. There is no evidence that countries approach environmental 
sustainability, involving a general process of environmental improvement and regeneration from a state 
of environmental unsustainability, as their incomes increase. Even the environmental improvements that 
have taken place are generally agreed to be the result of environmental policy, yet such policymaking 
may be made more difficult by a uniform thrust towards trade liberalisation.” [Harnessing Trade to 
Sustainable Development, by Paul Ekins, for the Green College Centre for Environmental Policy and 
Understanding, Oxford, March 1995] (emphasis added). 


2.4.1 Thus, the commonly-held view, as expressed by the WTO in its Ministerial Declaration on Trade and 
Environment of 14 April 1994, that “there should not be, nor need be, any policy contradiction between 
upholding and safeguarding an open, non-discriminatory and equitable multilateral trading system on the one 
hand, and acting for the protection of the environment, and the promotion of sustainable development on the 
other” may be misplaced. [See Trade and the Environment, WTO, Geneva, 8 May 1995, PRESS/TE 002 
(attached)]. 


2.5 Friends of the Earth believes that the following examples of environmental and social problems caused 
by or related to increased trade liberalisation support the view that international trade actually needs to be 
carefully managed in order to promote environmental protection and sustainable development (this list is 
indicative rather than exhaustive). It seems that most existing problems are in fact a result of the impact of 
countries like the UK on other, poorer countries (particularly with respect to their commodity export and food 
security) (see, for example, points 2.6 to 2.10). Expected domestic impacts may take longer to materialise (see 


points 2.10 to 2.12). (Friends of the Earth Scotland’s evidence, which has been submitted separately, is also 
relevant here.) 


2.6 Friends of the Earth has been investigating the environmental and social impact of the international 
trade in soybeans. Over the last two decades there has been a dramatic expansion in the production of soybeans 
for export, both in the US, Mexico and a number of non-OECD countries. A FoE report on this industry 
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illustrates the way in which globalisation and changing international trade patterns can effect the environment 
and the quality of peoples’ lives in poorer, non-OECD commodity-exporting countries. 


2.6.1 Soybeans originated in China and developed into an important agricultural crop after the Second World 
War. In subsequent decades, however, most soybean production moved from China to the USA (responsible for 
around half world exports), Brazil, Argentina, India, the Philippines, Malaysia, Thailand and Mexico. Between 
1981 and 1983 world output increased seven-fold, reaching 86.8 million tons. Soybeans were welcomed in many 
of these countries as a high-protein “miracle” crop and as a means of increasing exports in general. Thus net 
production in Brazil, for example, increased by 250 per cent between 1969 and 1979. The estimated value of 
the 1992-93 crop was approximately $US 27 billion worldwide. 


2.6.2 However, soybean is typical of crops grown for export to world markets, in that inter alia it tends to 
displace traditional subsistence crops (including, for example, legumes, groundnuts and traditional cereals— 
such as bajra, jowar, ragi, sawa and rice—in India), needed by local peoples. Ironically, these soybeans are then 
exported to OECD countries, not to feed people, but as fodder for cattle. However, trade measures in the 
European Union, which imports half of all world soybean outputs, are specifically designed to keep the price of 
imported soybeans down, meaning that returns on the crop are relatively low. 


2.6.3 In addition, soybean cultivation has high environmental impacts since it tends to require large-scale 
forest clearance; need high inputs of biocides; lead to high concentrations of nitrates in drainage water; affect 
the fertility of soil by interfering with crop-rotation systems; and lead to severe depletion of ground waters. 
Land clearance and the sudden abandonment of soybean production in response to changing world markets can 
also lead to severe soil erosion problems. [Soybean Cultivation: Background Paper, REDES-Friends of the Earth 
Uruguay, Montevideo, February 1995 (attached)]. 


2.6.4 The social impacts of soybean production also tend to be negative. Food for local consumption 
becomes increasingly scarce, whilst profits go mostly to a handful of large agro-industrial companies (since 
soybean production is capital intensive and out of reach of many small farmers). Even the intellectual property 
rights on transgenic species of soya (which would effectively confer a monopoly) are being sought by a large 
agricultural transnational corporation, W R Grace [see Intellectual Property Rights and the Biodiversity 
Convention: the Impact of GATT, FoE, London, February 1995 (attached) for further details]. 


2.7 A general increase in the growth of crops for export in poorer countries, combined with fluctuating and 
frequently low world prices, has led to increasingly large tracts of land being set aside for agricultural 
production. In addition, environmentally-damaging changes in transport infrastructure may be considered 
necessary, in order to move export crops and other products from the point of production to the point of export. 


2.7.1 The Hidrovia waterway. One such development currently causing a great deal of concern in Latin 
America, is the proposed Hidrovia waterway, which will link the countries of Argentina, Brazil, Paraguay and 
Uruguay (who have jointly established the Mercosur free trade agreement) and Bolivia. Hidrovia will extend 
agricultural frontiers and increase regional trade. It is specifically intended as a cheap way of transporting 
agricultural commodities (particularly soybeans), mining products and timber from the interior of the continent 
to ports for export. 


2.7.2 Development of the Hidrovia waterway will have severe impacts on the Parana and Paraguay Rivers 
Basin, an area inhabited by 17 million people, many of whom are indigenous people highly dependent on 
their immediate environment. The work involved will involve dredging; changing the river’s course; channel 
stabilisation; rock removal and extraction; the construction of water engineering works; and the enhancement of 
harbours and the roads network. As a result, the project threatens to upset the fragile hydrological ees of the 
area, potentially leading to: 

— cycles of drought and flooding (which may interfere with the viability of the waterway as a means 
of transport); 

— the destruction of internationally renowned wetlands, including the Gran Pantanal (the world’s 
biggest wetland); 


— increasing soil erosion; 
— higher levels of toxics and pollutants in the waters as a result of increased navigation; 
— loss of heterogeneity and beauty of the landscape; 
— a reduction in the natural dispersion of tropical flora and fauna by waterway; and 
— the spreading of vector-transmitted diseases, such as malaria and schistosomiasis. 
Moreover, the only study indicating that the Hidrovia waterway is an economically feasible option has been 


discredited to such an extent that the study has already been rejected by the Inter-American Development 
Bank. [Soybean Cultivation: Background Paper, REDES-Friends of the Earth Uruguay, Montevideo, February 


1995 (attached)]. 
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2.8 International trade in frogs’ legs. Changing patterns of international trade can also have severe impacts 
on ecological systems by creating ecological imbalances in the exporting countries. This happened, for example, 
in the 1970s and 1980s, when India and Bangladesh increased their exports of frogs’ legs to industrialised 
countries substantially (in part because industrialised country waterways had become too polluted a source). By 
1988, Bangladesh was exporting more than 50 million frogs a year, mostly to the United States. In 1989, 
however, it was calculated that Bangladesh had only 400 million frogs left. 


2.8.1 At this point, however, Friends of the Earth Bangladesh (the Institute for Environment and 
Development Studies) successfully lobbied the Bangladeshi government to ban the export of frogs’ legs, by 
demonstrating that the resulting interference to Bangladesh’s agricultural ecology was proving uneconomic [Why 
Frogs Legs Trade Should be Banned. IEDS-FOE Bangladesh, Book Promotion Press, Dhaka, September 1994]. 


2.8.2 Frogs are insectivorous and can eat more that their own weight in water-borne pests every day. Less 
that 50 frogs can keep an acre of paddy field largely free of insects; they are known to control malaria and 
other water-borne diseases; and they provide fine organic fertiliser. When the frog population dropped, these 
controls began to disappear. As a result, farmers were using imported pesticides instead. By 1989, Bangladesh 
had increased its pesticide imports by 25 per cent per year. In fact, government figures showed that the country 
was spending $30 million a year on pesticides, but earning only $10 million a year from the frogs’ legs trade 
[Frogs, Farmers and Free Trade, John Vidal, Earth Matters, Friends of the Earth, London, summer edition 1994]. 


2.8.3 Only one group was found to benefit from this situation and that group consisted of those companies 
involved in international trade in and out of Bangladesh. As it happens, it transpired that the same companies 
were exporting the frogs’ legs and importing the pesticides. 


2.8.4 Within a year of banning the export of frogs’ legs, Bangladesh’s pesticide imports had declined by 
30-40 per cent and frog numbers had started to increase. India has also banned trade in frogs’ legs (although it 
is believed that there are still problems with smuggling) and it now seems that the trade has been transferred 
to Indonesia (an almost inevitable result in the absence of international agreements). 


2.9 In the case of frogs’ legs, it was relatively simple to demonstrate that the costs of international trade 
outweighed the benefits. However, since environmental and social costs are not usually internalised in product 
prices, this is not normally so easy. Additionally, controlling the exports of natural resources often seems to be 
a relatively low priority for trade negotiators. In poorer countries, the principal short-term concern is maximising 
revenues by increasing exports (as described above). Third World country trade negotiators tend, therefore, to 
focus on market access as one of their main priorities in the WTO’s Committee on Trade and Environment. 


2.10 This is not always the case however. For example, in 1985 Indonesia introduced a ban on all exports 
of raw logs and semi-processed rattan, in order to increase domestic value-added processing. As a result, 
plywood production rose 250 per cent between 1984 and 1990 (although it appears that there was no reduction 
in the actual rate of exploitation of the forests) [Real Trade: A Day in the Life of US-Indonesia Trade, the 
International Trade Information Service, Washington DC, 1995]. Nevertheless, such an outcome is compatible 
with the aims of the International Tropical Timber Organisation (ITTO). However, wood is of considerably 
more importance to industrialised countries than frogs’ legs and this threat to the international tropical timber 
trade generated hostile responses from both the EU and Japan. Their main objection (briefly stated) was that 
export bans are prohibited by Article XI of the GATT and that the timber industry should not be exempted from 
this rule. 


2.10.1 Apparently as a result of pressure applied through GATT, Indonesia finally lifted the export ban and 
replaced it with a high export tax. This is probably more in keeping with WTO rules (although this is not 
certain) but critics argue that trees will now be felled indiscriminately and that competition from other exporting 
nations will promote smuggling. [International Trade, “Green Protectionism” and Positive Incentives, 
unpublished draft, Ronnie Taylor for Friends of the Earth, London, October 1992]. 


2.10.2 Those in industrialised countries wishing to introduce import restrictions on unsustainable produced 
timber, in order to satisfy consumer concerns, have faced similar problems. They include the governments of 
Austria and the Netherlands and the Parliament of the European Union (through the 1989 Muntingh Proposal). 
Objections to such proposals have been based on the yet-to-be resolved issue of whether or not import measures 
based on processing and production methods (PPMs) can be used to influence the activities of exporting 
countries under WTO rules. As a result, proposed import restrictions have not been implemented (even though 
Austria’s proposal included measures that did not discriminate between timber from sustainable and 
unsustainable sources, and involved a substantial transfer of resources to the exporting countries). [For further 
details see Positive Incentives, Sustainable Production and the OECD: a Constructive Approach to the Integration 
of ‘Trade, Environment and Development Policies, Ronnie Taylor for FoE, London, 30 June 1993 (attached)). 
With respect to the intention of/the Netherlands’ government, who intended to introduce their unilateral import 
ban in 1995, it now seems that they have (rather quietly) switched their focus to looking at the certification 


System proposed by the Forest Stewardship Council [communication with FoE Netherlands-Milieudefensie, 
January 1996]. 
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2.11 It should be noted, however, that something of a paradox exists here. Whilst WTO rules discourage or 
prevent the importing country from restricting imports on the basis of PPMs at the border, they are rather vague 
when it comes to consumer choice at the point of sale. Thus, discussions on the validity of ecolabelling and 
certification systems abound at present (see point 3.1.1). At present it is difficult to assess the outcome of these 
disparate negotiations, but there certainly exists a possibility that consumer choice could be severely constrained 
in the future, even in terms of the labels that may or may not be affixed to products. 


2.12 New WTO rules (as contained in the WTO’s Technical Barriers to Trade (TBT) and Sanitary and 
Phytosanitary (SPS) agreements) appear to disallow the introduction of import restrictions on the basis of 
consumer concern. Thus the EU now finds itself in the position of having to reconsider existing and proposed 
legislation concerning imports of fur and fur-products from countries allowing the use of leg-hold traps and 
imports of beef containing Bovine Growth Hormone. 


2.12.1 The European Union had intended to introduce legislation banning the import of furs and fur products 
from countries allowing the use of /eg-hold traps for animal trappings on 1 January 1996. However, Canada has 
threatened a formal complaint, possibly in conjunction with the United States. As a result, transatlantic 
negotiations are now in progress, despite objections from the UK’s Secretary of State for the Environment, John 
Gummer, who had voiced his full support for the EU’s proposal. 


2.12.2 The United States is threatening similar action in relation to the European Union’s existing ban on 
the import of beef containing Bovine Growth Hormone. The US argues that there is no scientific evidence on 
which such a ban can be based and that it must, therefore, be withdrawn in accordance with WTO rules. Again, 
negotiations between the EU and the US are now taking place (see also point 3.9.7). 


2.12.3 The issue of whether or not exporting-country processing and production methods (PPMs) may be 
considered by the importing country is certainly a difficult one, particularly given the fact that it could be abused 
by protectionists and that Third World country economies could suffer as a result. Nevertheless, Friends of the 
Earth maintains that the consumer has a right to purchase environmentally and socially-friendly products and 
that appropriate criteria on the use of PPMs must therefore be developed. In general, FoE supports the use of 
positive rather than punitive measures to encourage the production, processing and export of environmentally 
and socially acceptable products (see also point 4.4). It is also worth noting, in this context, that the complaints 
mentioned in 2.12.1 and 2.12.2 are being brought by fellow OECD members, not disadvantaged Third World 
economies. 


2.13 There are also a number of other, related issues that should be taken into account when considering 
the interrelationships and conflicts between trade liberalisation, the protection of the environment and the 
promotion of sustainable development. 


2.13.1 The first of these is employment. Complete deregulation means that workers in all countries are 
competing for employment. As a result, those in industrialised countries, where labour costs are higher, risk 
losing employment to those in poorer countries. Workers in poorer countries, on the other hand, can be forced 
to continue to work in extremely poor conditions, without trade unions, in order to compete for much-needed 
revenue. Whether or not these factors should be formally acknowledged by the WTO remains a contentious 
issue and one which is likely to be on the agenda of the WTO’s Ministerial Meeting in Singapore, in December 
1996. At present, FoEI has no position on this issue (it has not yet been considered due to resource constraints). 
[See After GATT: Development and Labour Rights in the Global Economy, War on Want, London, (undated) 
for further information] 


2.13.2 The second relevant issue is sovereignty and the role of the nation state. The extent to which national 
governments have already ceded sovereignty to the WTO is debatable, but the above examples concerning 
domestic health and animal welfare indicate that it may well be more than originally expected (points 2.12.1 
and 2.12.2). Parliaments and citizens’ organisations should be aware that this ceding of sovereignty also allows 
governments to resist “internal social forces”. [Again, see After GATT: Development and Labour Rights in the 
Global Economy, War on Want, London, (undated) for further information]. 


2.13.3. Thirdly, powerful transnational corporations have a vested interest in trade liberalisation. Trade 
liberalisation increases the number and size of potential markets and reduces the number of regulations that 
TNCs may be expected to adhere to. Given that TNCs already frequently wield more financial power than nation 
states (e.g., 50 of the top 100 economies of the world are TNCs; 70 per cent of global trade is controlled by 
just 500 corporations; and 1 per cent of the world’s TNCs own half the total stock of foreign direct investment) 
this is a situation that urgently needs further investigation, especially by governments. [For further information 
see Dismantling Corporate Rule: Towards a New Form of Politics in an Age of Globalization (Initial Draft), by 
Tony Clarke, for the International Forum on Globalization, San Francisco (undated) and Globalization and 
Localisation: Citizen Power in a Period of Global Corporate Rule, Dr Vandana Shiva, Research Foundation for 
Science, Technology and Natural Resource Policy, New Delhi, 1995] 


2.14 In response to these problems, and as part of its work to elaborate the concept of sustainable 
development, many members of Friends of the Earth International are now working together on projects to 
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determine ways in which production, consumption and trading systems might be made sustainable. These 
projects are all based on the principle of equitable access to “environmental space”. In other words, they assume 
that there are limits to the use of natural resources; and that access to resources must be available to all (including 
future generations) on an equitable basis. Additionally, the projects favour market reforms over and above 
command and control measures. Preliminary results indicate that overall conclusions will recommend a change 
from economic policies promoting growth to those that promote sufficiency (i.e., the equitable distribution of 
environmental space). This would give those countries with the most sustainable economies, i.e., those that 
consume and pollute the least, a new form of comparative advantage. 


2.15 Over 30 Friends of the Earth and other environmental groups, from the European Union, the European 
Free Trade Area (EFTA) and Central and Eastern Europe, are working together to outline how sustainability 
can be achieved in Europe. The Towards Sustainable Europe project aims to provide an overview of how 
European societies could look, in terms of production and consumption, taking into account the limited 
“environmental space” that will be available to Europe in the year 2010. This approach is based on an earlier 
study, at the national level, carried out by Friends of the Earth Netherlands, the “Action Plan Sustainable 
Netherlands”. [Towards Sustainable Europe: A Summary, Friends of the Earth Europe, Amsterdam, March 
1995 (attached)]. 


2.15.1 The Towards Sustainable Europe project has been conducted in three phases. In 1994, the Wuppertal 
Institute of Germany carried our research quantifying sustainable production and consumption at the European 
scale in 2010. It concentrated on energy, non-renewable raw materials (cement, pig iron, aluminium and 
chlorine), land use, wood, and water. The Institute also developed a common methodology, which each of the 
European groups is using to estimate their national “sustainability gap”—the difference between the actual use 
of environmental space and the estimated sustainable use calculated in the first phase. Each group can then 
calculate the required input changes required at the national level (initial results indicate that by delinking 
resource use from end use, or consumption, substantial reductions can be made without reducing quality of life). 
The third phase, which will take place in 1996, will involve the integration of national findings at the European 
level. Where input reductions seem impossible to achieve at the national level, the exchange of environmental 
space between countries (in other words, changes in the patterns of commodities and manufactured goods traded 
internationally) will be considered. 


2.15.2 However, if unsustainable consumption is to be reduced in rich, importing countries, it seems logical 
to assume that there could be associated, negative effects in those countries providing the raw materials. Also, 
in order to bring about reductions in production and consumption, there may be a requirement for changes to 
international trading regulations. Current rules promote open and free competition for access to natural 
resources, which inevitable favours rich countries, since they can, by definition, better afford to purchase those 
resources. Finally, current “international trade and environment” negotiations are based upon the false 
assumption that environmental standards are higher in richer countries than in poorer ones. In fact, richer 
countries can be described as being “greener”, since they have generally achieved low levels of pollution per 
GDP, but they are increasingly Jess “sustainable”, since pressure on natural resources and the environment’s 
capacity to absorb pollution, is already extremely high and continues to rise. Finally, the environmental space 
approach incorporates poverty-stricken countries’ need to increase their levels of consumption. 


2.16 For these reasons, FoE Netherlands (Milieudefensie) initiated the “North-South Perspectives on 
Sustainable Production and Consumption” project, which aims to consider the implications for the Third World 
of reduced production and consumption in the North (again, by looking at the “sustainability gap’); to develop 
visions of ways in which policies promoting sustainable production and consumption might have a positive 
impact in both importing and exporting economies; and to elaborate specific and practical proposals relating to 
inter alia energy, mineral resources and land use. This project has been designed and undertaken in conjunction 
with FoE and other environmental groups in Brazil, Georgia, Ghana, India Indonesia, Nigeria, Rusia, Senegal, 
and Uruguay. The results are due for publication towards the end of 1996. 


3. THE ROLES AND ACHIEVEMENTS TO DATE OF INTERNATIONAL ORGANISATIONS, AND IN PARTICULAR THE WORLD TRADE 
ORGANISATION (WTO), IN INTEGRATING TRADE AND ENVIRONMENTAL OBJECTIVES 


3.1 Although there have been some attempts to clarify the roles and co-ordinate the activities of different 
international organisations, there still seems to be a great deal of confusion over roles. This confusion is 
exacerbated by the fact that there is no one intergovernmental institution that has universal membership; the 
authority to genuinely influence developments; and a mandate to look at the full range of issues relating to trade, 
environment and sustainable development. 


3.1.1 This confusion of roles is immediately apparent in the area of eco-labelling, packaging and recycling 
(although it is certainly not confined to this issue) [see General Discussion on Progress in the Implementation 
of Agenda 21, Focusing on Crogs-Sectoral Issues and the Critical Elements of Sustainability; Trade, Environment 
and Sustainable Development CSD (Advance Unedited Draft), Third Session, 11-28 April 1995]. Importing 
country requirements are often perceived as barriers to trade by low-income, exporting countries. This is because 
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these generally poorer countries often experience difficulty in accessing information concerning import 
requirements. In addition, they may not have the necessary infrastructure to actually implement those 
requirements. At the same time, ecolabelling and packaging measures reflect consumers’ justifiable desire for 
information about environmental and social conditions pertaining to the products they wish to purchase. 


3.1.2 The issues of eco-labelling, packaging and recycling have, therefore, been given a high priority by a 
number of intergovernmental organisations, including the OECD, ISO, UNEP, UNIDO, UNCTAD and the 
WTO. Yet the degree to which these agencies are interacting with each other is not clear. Neither is the expected 
outcome, particularly if differences of opinion arise (over whether labels can reflect PPMs in the exporting 
countries, for example). 


3.2 The achievements of the various intergovernmental organisations are equally difficult to assess, since 
there is no coherent and detailed framework within which they are all obliged to work (in spite of the best 
efforts of the CSD). Assessment is also difficult because of a combination of several different factors, namely, 
the enormous number of topics that come under the “trade and environment” umbrella; the highly technical and 
specialised nature of some of the research being undertaken; and the excessive secrecy surrounding the activities 
of some Intergovernmental organisations (see point 3.3). 

3.3. Lack of transparency remains a pervasive and persistent element in international trade negotiations, 
particularly in the WTO [see Trade Secrets: Transparency and Accountability in International Trade, FoE, 
London, December 1993 (attached), for examples of past problems in trade negotiations]. This is despite Agenda 
21’s recommendations that: 

“The United Nations system, including international finance and development agencies, and all 
intergovernmental organisations and forums should, in consultation with non-governmental organisations 
take measures to: 

(a) design open and effective means to achieve the participation of non-governmental 
organisations, including those related to major groups, in the process established to review and 
evaluate the implementation of Agenda 21 at all levels and promote their contribution to it.” 
[Agenda 21, Chapter 38.43]. 

3.3.1 The need to improve transparency has been restated by the CSD, in both its 1994 and 1995 sessions. 
In its report of the Second Session the CSD highlights: 

“The importance of achieving transparency, openness and the active involvement of the public and 
experts, in relation to work on trade and environment, including work within WTO, UNEP and 
UNCTAD, and to dispute settlement processes. The Commission recognizes that there is a considerable 
need for improvement in these areas, and look forward to the development of specific recommendations 
in this regard by Governments and the appropriate organisations, in accordance with chapter 38 of 
Agenda 21.” [Draft Chairman’s Text on Trade, Environment and Sustainable Development, Final, 26 
May 1994]. 

3.3.2 Yet secrecy remains endemic. The WTO is a perfect example of an apparently unshakeable attachment 
to past ways of working. At the time of writing, over three years after the Earth Summit, and almost a year after 
the establishment of the WTO (itself a perfect opportunity to change those ways of working), the WTO’s General 
Council cannot bring itself to increase the WTO’s levels of transparency. A transparency package currently on 
the Council’s agenda is stalled, simply because negotiators cannot agree on the derestfiction of papers. (In fact, 
the only noticeable increase in transparency has been the publication of the journal, Trade and the Environment, 
by the WTO Secretariat.) 

3.3.3 The concept of permitting NGOs into meetings, as observers or participants, seems to remain beyond 
the realms of imagination for most WTO negotiators. Yet one wonders why, when FoEI, for example, is already 
free to observe or participate in inter alia the following fora: 


(1) The Convention on Biological Diversity 
(2) The Convention on Long-Range Transboundary Air Pollution 
(3) The Food and Agriculture Organisation 
(4) The Intergovernmental Panel on Climate Change 
(5) The International Maritime Organisation 
(6) The International Tropical Timber Organisation 
(7) The International Standards Organisation 
(8) The International Whaling Commission 
(9) The London Dumping Convention 
(10) The Montreal Protocol on Substances that Deplete the Ozone Layer 
(11) The UN Commission on Sustainable Development 
(12) The UN Economic Commission for Europe 
(13) The UN Education Scientific and Cultural Organisation 
(14) The UN Economic and Social Council 
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3.3.4 This failure to increase transparency is critical, not only in terms of lack of participation and 
accountability, but also because it contributes to the current lack of effective co-ordination between international 
institutions dealing with trade and the environment. This is perfectly illustrated by the current conflict between 
the results of intellectual property rights discussions that have taken place in the Biodiversity Convention, in 
conditions of relative transparency, and parallel negotiations that have taken place in the WTO, in almost total 
secrecy [see point 5.3.1]. 


3.4 For these reasons, the activities of the WTO are the most difficult to assess. Almost every activity is 
conducted behind closed doors, including all meetings of its Committee on Trade and the Environment (CTE). 
Given the potentially influential nature of any decisions emanating from either the WTO’s General Council or 
the CTE, this is a highly unsatisfactory state of affairs. This being said, the CTE seems to have made little 
headway with its agenda in the past year and may not have much to report. In fact, FoE believes that there is 
now a significant risk that the CTE will proceed with its work with undue haste, in order to publish something 
in time for its December 1996 deadline (the occasion of the first WTO Ministerial Meeting in Singapore). 


3.5 The WTO has circulated a list of the CTE’s agenda items and dates of future CTE meetings [Trade and 
the Environment, World Trade Organisation, 8 December 1995 (PRESS/TE 006] (attached)]. At first glance, the 
agenda appears lengthy and ambitious, yet it is still firmly based on the concerns of trade negotiators, despite 
the CTE’s mandate to “identify the relationship between trade measures and environmental measures, in order 
to promote sustainable development’ [see Trade and Environment, WTO, 8 May 1995 (PRESS/TE 002) 
(attached), which contains the WTO’s Note to the Third Session of the CSD, the Trade and Environment 
Decision of 14 April 1994 and the CTE’s work programme for 1995]. Furthermore, it seems that only a few of 
these issues have any real hope of being concluded by December 1996. 


3.5.1 Agenda items that might be concluded by December 1996 are multilateral environmental agreements 
(MEAs) (see section 5 also); ecolabelling and the Technical Barriers to Trade [TBT) agreement (see point 
3.1.1); and the export of domestically prohibited goods (DPG) (exports of DPGs from industrialised countries 
are a major concern in the Third World). The issue of market access for developing country commodities and 
products is expected to remain on the agenda, but it seems unlikely that any conclusions will be reached. It is 
doubtful that the CTE can deal with this issue in the depth required (since negotiators would need to consider, 
for example, the high contentious issues of tariff escalation and agricultural subsidies). FoE believes that any 
conclusions forwarded to the Singapore meeting should only be considered as recommendations to the 
international community. They must not be regarded as legally-binding conclusions. 


3.5.2 It should also be noted that the W7O has no formal relationship with the United Nations (unlike its 
sister organisations the World Bank and the International Monetary Fund). Thus, it can be argued that the WTO 
appears to have no legal requirement to co-ordinate with other intergovernmental agencies in order to implement 
Agenda 21, which requires “All agencies of the United Nations . . . to ensure proper co-ordination and avoid 
duplication in the implementation of Agenda 21” (Agenda 21, Chapter 38.4). 


3.6 The OECD appears to have been one of the few intergovernmental institutions to have taken a reasonably 
balanced and methodical approach to considering the problems inherent in integrating trade and environment 
policy. This seems to be because the OECD’s Joint Session of Trade and Environment Experts has had a 
sufficiently broad mandate; involved both trade and environment experts; met on a fairly frequent basis; and has 
been ably assisted by the OECD Secretariat staff (although there still seem to be problems with resourcing). 
This combination of factors is unique amongst the intergovernmental organisations currently working on trade 
and environment. 


3.6.1 The Joint Session started its work in 1991. In the first few years it was apparent that the trade and 
environment experts involved found it difficult to work together in order to develop a common understanding. 
However, relations between the different experts seem to have improved greatly since then, and some procedural 
and policy-related conclusions (not all of which FoE supports) have since been published (including the 1993 
Procedural Guidelines and the Report on Trade and Environment to the OECD Council at Ministerial Level, 9 
May 1995). 


3.6.2 The main problem with OECD negotiations is, of course, the fact that only the 25 richest countries 
are formally invelved (although a number of non-OECD countries do in fact take part as observers). In spite of 
the work of the Development Co-operation Directorate (DCD), and plans for a meeting with the Dynamic 
Non-member Economies at some point in the future, the OECD is still not seen as a legitimate forum by 
non-OECD countries. In some respects, this is disappointing, since the 1995 Trade and Environment Report to 
the OECD Council, does recognise the concerns of those countries. For example, the report explicitly rejects 
the concept of “green countervailing duties” (border tax adjustments designed to protect domestic companies 
from losing competitivity through expenditure on environmental measures). [Report on Trade and Environment 
to the OECD Council at Ministerial Level, OECD, 9 May 1995, COM/ENV/TD(95)48/FINAL (attached)]. 


(3.6.3 As regards the OECD and transparency, in spite of the best efforts of the United States, NGOs are 
still not permitted into meetings as either observers or independent participants (although NGOs have taken part 
in technical workshops). Nevertheless, there do seem to be some recent improvements in the circulation of 
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discussion papers. (The OECD Secretariat has frequently circulated such papers just days in advance of meetings, 
hindering governments’ attempts to consult with citizens’ groups.) 


3.6.4 In the absence of an InterGovernmental Panel on Trade, Environment and Sustainability or IPTES 
(see point 3.10), and with a number of reservations [see letter from FoE to DoE, OECD Joint Session of Trade 
and Environment Experts: Future Work Programme, 31 August 1995 (attached)], Friends of the Earth supports 
the OECD’s current Future Work Programme. In particular, we favour the proposal to analyse the effects of 
trade liberalisation on the environment. We are also encouraged by the OECD’s intention to consider policy 
implications with specific sectors. However, we remain concerned that the OECD’s agenda may be constrained 
by the wholly trade-oriented WTO, under the guise of “co-ordinating” activities. 


3.6.5 Finally, the OECD Joint Session of Trade and Environment Experts’ NGO Workshop, on 18 December 
1995, seemed to generate a lively and quite detailed exchange of views between governmental and 
intergovernmental officials, NGOs and business. We hope that comments on the subjects of trade liberalisation 
and the environment (with reference to the transport, agriculture and mining sectors); trade measures for 
environmental purposes (with specific reference to the Basel Convention on the Transboundary Movement of 
Hazardous Wastes and their Disposal); and life-cycle approaches and trade (i.e., ecolabelling schemes) were 
subsequently taken on board by the Joint Session. [see OECD Joint Session of Trade and Environment Experts’ 
NGO Workshop, letter from DoE to Peter Madden of Christian Aid, 21 December 1995 (attached) for a fuller 
account of these discussions]. 


3.7 UNCTAD and UNEP, and to a lesser extent UNDP, have all been involved in technical trade and 
environment-related research projects, each according to their mandate. UNCTAD, the UN’s task manager for 
trade and environment issues, created an Ad Hoc Working Group on Trade, Environment and Development, 
which considered trade and environment issues from Third World country point (or points) of view. Its final 
report was published at the end of 1995. UNEP has also published a comprehensive series of research reports 
(a list of which is attached for the Committee’s information). However, due to resource constraints, FoE has not 
been able to follow the work of these agencies particularly closely. 


3.8 The CSD, established as a result of the 1992 United Nations Conference on Environment and 
Development, has been able to play a fairly useful role in the trade and environment “debate”, given its limited 
authority. The CSD is primarily responsible for maintaining contacts with governmental and non-governmental 
agencies active in the field of sustainable development and for monitoring progress in the implementation of 
Agenda 21 (see Agenda 21, Chapter 38.13). However, the CSD’s mandate is probably too broad to consider 
“trade and environment” issues in the depth required. Furthermore, it unhesitatingly supports Agenda 21’s call 
for further trade liberalisation (as do most other Intergovernmental organisations). Finally, it does not wield the 
same authority as the WTO, but is simply mandated to make recommendations to the UN’s General Council. 


3.8.1 Nevertheless, the CSD does fulfil a useful function in terms of providing an annual, and publicly 
available, “snap-shot’ of the activities of most of the Intergovernmental organisations working on trade and the 
environment. It also makes useful and quite specific recommendations concerning the future work of both the 
intergovernmental organisations and governments [for further details see Decisions and Recommendations 
Adopted by the Third Session of the Commission for Sustainable Development, New York, 11-28 April 1995]. 
In addition, the CSD can be considered as having universal membership, since it isan agency of the United 
Nations. It therefore has the legitimacy that the OECD lacks (see point 3.6.2). 


3.9 One international institution frequently not mentioned, but increasingly active in the area of harmonising 
environmental standards, is the International Organisation for Standardisation (ISO). The ISO is not an 
intergovernmental agency, but an international organisation consisting of national standard setting bodies or 
firms (such as the British Standards Institute or BSI) from 107 countries. The ISO oversees the development, 
by consensus, of voluntary international standards which can be applied to products moving across national 
borders. In the past the ISO has concentrated on technical standards [see ISO Annual Report 1994, ISO Central 
Secretariat, Geneva, February 1995, for further details]. 


3.9.1 Since the establishment of the WTO, however, the ISO is formally recognised as the source of 
international standards from which countries should not deviate without justification (in other words, national 
and local environment, health and safety standards can be deemed technical barriers to trade if they are stricter 
than existing or draft ISO standards and become, in effect, mandatory rather than voluntary upper limits). 
Countries attempting to justify high domestic standards will almost definitely not be able to cite consumer 
preference. 


3.9.2 The ISO’s Technical Committee 207 (TC 207), established in January 1993, is now developing 
environmental management standards. As part of this work it is drafting ISO 14001, a new draft international 
standard for corporate environmental management systems. This development has been criticised since it (or at 
least the parent series, ISO 14000) shifts the focus of the ISO from technical standard-setting to public 
policy-making; increases the involvement of business and industry in creating international trade standards 
without operative public or governmental participation (for example, an employee of Merck and Co Inc chairs 
TC 207’s Sub-Committee on Environmental Performance Evaluation); and because the resulting standards do 
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not (and are not intended to) set limits or performance requirements. ISO 14001 was also developed in a way 
that undercut other discussions and negotiations taking place outside the ISO (see, for example, the conflict 
between the ISO and the Forest Stewardship Council, mentioned in point 3.9.3). [ISO 14001: An Uncommon 
Perspective: Five Public Policy Questions for Proponents of the ISO 14000 Series, The European Environment 
Bureau, Revised, November 1995]. 


3.9.3. Business and industry have been quick to try to use the /SO as a means of establishing low 
international standards. For example, even before the completion of ISO. 14000’s generic environmental 
management criteria, the Canadian and Australian members proposed a sector-specific application for 
sustainable forest management systems. This proposal, which was part-funded by the Canadian Pulp and Paper 
Association, set out standards weaker than those already agreed by the Forest Stewardship Council (FSC). 
Because of the ISO’s new relationship with the WTO, the proposed standards could have undermined any more 
stringent environmental labelling and certification systems. However, following vociferous complaints from the 
few participating NGOs, including the World Wide Fund for Nature, this proposal has now been withdrawn to 
allow “reconsideration”. It was decided that sector-specific guides should be discouraged and are particularly 
premature when ISO 14001 is not yet fully fledged; an Environment Management System approach is 
insufficient for addressing sustainability, which is performance based; there is no consensus on “sustainability”, 
so it would be difficult to standardise; and other approaches to forest certification may be excluded as a result 
[reported in ISO Bulletin, Geneva, November 1995]. 


3.9.4 The ISO is considerably more transparent than other international organisations (as described above). 
Although the ISO can set international standards with no accountability to public processes, it appears to be 
quite open to participation by and consultation with citizens organisations. (FoEI, for example, already has 
observer status in TC 207 as a Category A Liaison organisation, ensuring automatic invitations to all meetings 
and receipt of TC 207 papers in advance of meetings). However, given the ISO’s disadvantages, as described 
above, this level of transparency is not sufficient to transform the ISO into an acceptable international standard 
setting organisation. 


* 3.9.5 Another little known international agency that seems likely to undermine the development of national 
standards in the future is the Codex Alimentarius Commission. This is a joint FAO/WHO body, which sets food 
standards (concerning, for example, pesticide residues, additives and labelling), which has also been recognised 
by the WTO as an arbiter of international standards. Codex is also a reasonably transparent and accessible 
organisation, but, like the ISO, is heavily influenced by companies like Nestle, Mars, Migros and Hoffman la 
Roche. In Codex’s 19th session (for 1989-91), 105 countries were represented, but 140 participants from the 
world’s largest multinational food and agrochemical industries also took part. 


3.9.6 Indeed, the Director of the Rowett Research Institute, the UK’s foremost nutrition research unit has 
said that if Codex were to be handed worldwide responsibility for food quality (which has now happened): 


“Nutrition development would literally be stopped in its tracks. Codex is dominated by the food industry. 
In terms of labelling foods, it believes in labelling the toxins in the kind of gobbledygook only a chemist 
would understand.” [Food Fit For the World, SAFE Alliance, 1992]. 


3.9.7 There is just such a dispute over food nutrition in progress at the moment. The EU currently has a ban 
on imports of beef containing growth promoting hormones. The US believes this ban to be incompatible with 
WTO rules and is meeting EU officials (this week, in fact) to discuss the issue [communication with MAFF, 8 
January 1996]. It appears that the US is prepared to bring the complaint before the WTO if its concerns are not 
addressed. Should such a dispute take place, Codex regulations would prevail under the WTO’s new Sanitary 
and Phytosanitary (SPS) agreement. Either way, it is likely that high health standards, based on consumer 
concern and the precautionary principle, will be considered to be incompatible with WTO rules. 


3.10 Given the above evidence, Friends of the Earth International believes that the only means of ensuring 
the effective co-ordination of the activities of goverments and intergovernmental agencies is the establishment 
of an Intergovernmental Panel on Trade, Environment and Sustainability (IPTES). This panel should have a 
clear mandate to ensure the integration of environmental and trade policy, in order to resolve discrepancies such 
as those outlined above, and to promote ecologically sound and socially just development. 


3.10.1 This intergovernmental panel would work closely with the CSD, UNDP, UNEP, UNCTAD, UNDP, 
the OECD and other relevant agencies, to collaborate and co-ordinate policy making, perhaps with UNEP and 
UNCTAD acting as joint Task Managers. The Panel should also consult with the International Financial 
Institutions, such as the International Monetary Fund and the World Bank, to evaluate the environmental effects 
of the loan policies which encourage countries to adopt export-led development policies (see also point 6.2). 
Furthermore, an IPTES should allow for open, transparent and accountable procedures and broaden the 
participation of relevant institutions and other interested parties, in order to increase its ability to develop policies 
that are more environmentally and socially sustainable in the long term. 


3.10.2 Some governments, including the UK government, have argued against an IPTES on the basis of the 
costs involved. Yet such a panel need not have a permanent Secretariat and need meet only a regular intervals. 
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Indeed, a precedent for this open, broad-based and cost-effective approach already exists, following the 
establishment this year, by the CSD, of the Jntergovernmental Panel on Forests. This panel is expected to meet 
for a limited time (two years) and to take a broad-based approach, looking at related issues of poverty, population 
growth, trade, consumption and production pattern, and unsustainable policies relating to agriculture, energy 
and trade. 


4. THE CIRCUMSTANCES UNDER WHICH TRADE RESTRICTIONS ARE AN APPROPRIATE MEANS OF ACHIEVING ENVIRONMENTAL 
GOALS, AND THOSE CIRCUMSTANCES UNDER WHICH ALTERNATIVE STRATEGIES MIGHT BE MORE APPROPRIATE. 


4.1 Friends of the Earth International has no policy on the value of “free trade” per se. FoEI views trade 
as a means to an end and believes that that end should be the development of sustainable societies (as explained 
in section 2). If trade measures or regulations are needed in specific circumstances (as they certainly are, for 
example, in multilateral agreements controlling international trade in ozone-depleting substances and endangered 
species of fauna and flora) then so be it. Friends of the Earth is not, however, calling for a new form of 
protectionism. 


4.2 Nevertheless, FoE believes that there should be a general presumption in favour of local and regional 
trade and investment wherever possible. In the UK, this would militate against, for example, Sainsbury and 
Tesco “putting British fruit and vegetable growers out of business by buying produce from the continent. . . 
[and] abusing their powerful position and bullying the remaining horticultural industry into discarding local 
varieties and growing uniform produce” [as criticised by the Royal Geographical Society and reported in the 
Guardian on 5 January 1996]. Similarly, a presumption in favour of local and regional trade in India might 
encourage the production of traditional subsistence crops, including legumes and cereals, that provide sustenance 
for local populations, rather then soybeans for export (see point 2.6.2 above). 


4.3 In FoE’s view the problem is not whether trade should be managed in order to promote sustainable 
societies, but how it should be managed. This is an issue that we are currently investigating in some depth, as 
part of our work on sustainability (see points 2.14 to 2.16). Although no results are yet available, we would 
certainly favour the use of trade measures that are non-discriminatory, necessary, and proportional, providing 
that these criteria are applied, on a case-by-case basis, or in disputes, by an agency with a balanced mandate (i.e., 
not the WTO or any other trade body), that sees sustainable societies and economies as a long-term objective. 


4.4 Furthermore, FoE strongly supports the use of positive, rather then punitive, trade measures, as outlined 
in our paper on positive incentives and sustainable commodity production. This 1993 paper surveyed some of 
the more positive approaches to trade and environment that were being researched or negotiated at that time 
(including International Commodity-Related Environment Agreements, Production-Related Commodity 
Agreements and Austria’s innovative approach to the tropical timber trade). It should be noted, however, that 
these approaches were found to be few and far between. [Positive Incentives, Sustainable Commodity Production 
and the OECD: A Constrictive Approach to the Integration of Trade, Environment and Development Policies, 
Ronnie Taylor for Friends of the Earth, London, 30 June 1993 (attached)]. 


4.4.1 For example, work on International Commodity-Related Environmental Agreements (ICREAs), being 
conducted by the Free University of Amsterdam was of considerable interest. Briefly, initial research indicated 
that it is theoretically possible to internalise the social and environmental costs of production, and to influence 
production methods in other countries, by using non-discriminatory positive incentives rather than trade 
sanctions. These positive incentives may involve the setting of common standards with regards to production 
technology (in order to jointly internalise environmental costs and avoid competitivity problems) and/or financial 
resources transfers {for further details see Positive Incentives, Sustainable Commodity Production and the 
OECD: A Constructive Approach to the Integration of Trade, Environment and Development Policies, Ronnie 
Taylor for Friends of the Earth, London, 30 June 1993 (attached)]. More recent research by the University shows 
that it should be possible in practice to apply ICREAs, modified on a case-by-case basis, to trade in cotton, 
copper and cocoa (International Commodity-Related Environmental Agreements as an Instrument for 
Sustainable Development, Summary Report, Free University of Amsterdam, June 1995 (attached)]. 


4.4.2 Other positive measures, as mentioned by the CSD, for example, include improved market access, 
improved access to finance, access to and transfer of technology, capacity building and special provisions for 
small firms, in its report on Decisions and Recommendations adopted by the Third Session of the Commission 
for Sustainable Development, New York, 11-28 April 1995. 


4.5 It can also be argued that there are instances when it is acceptable to discriminate between countries in 
terms of trade. Topical examples include whether China should be permitted to join the WTO after the massacre 
in Tiananmen Square in June 1989; and whether countries should initiate an oil embargo against Nigeria 
following the Abacha regime’s execution of environmental campaigners in November 1995. In the absence of 
strong international legal systems, trade sanctions are undoubtedly useful as a peaceful last resort, and may 
indeed be wielded unilaterally. The question that remains, however, is when they should be used. In other words, 
what minimum social and environmental standards does the international community seek to maintain (in 
addition, for example, to the Universal Declaration on Human Rights)? 
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4.6 FoE also believes that the long-term development of sustainable economies must always be given priority 
over short-term economic or political considerations when considering the value of trade measures for 
environmental purposes. 


4.7 Finally, it is essential that decisions concerning the validity of trade measures used for environmental 
purposes are ultimately made by an institution with authority, legitimacy and a broad mandate that encompasses 
trade, environmental protection and sustainable development. This might be an IPTES (see point 3.10) or, in 
the case of an international dispute, it might be the International Court of Justice. 


5. THE EFFECTIVENESS OF EXISTING MULTILATERAL ENVIRONMENTAL AGREEMENTS AND THEIR COMPATIBILITY WITH WTO 
RULES 


5.1 Friends of the Earth believes that there is a considerable risk of conflict between existing and future 
multilateral environmental agreements (MEAs) containing trade measures, and WTO rules. With one exception, 
however, we have not considered the relationship between specific MEAs and the WTO in any detail. Thus we 
are not able to provide more than the most general of comments at present. 


5.2 However, we do note that a detailed report, prepared for the Royal Institute of International Affairs, on 
International Trade and the Montreal Protocol concludes that there is a need to “resolve the potential or actual 
incompatibilities between GATT and MEAs—preferably through an amendment to or interpretation of the GATT 
dealing with existing and future environmental agreements. It is essential that the threat of possible action under 
the GATT is not allowed to impede the negotiation of future MEAs.” [International Trade and the Montreal 
Protocol (First Draft, quoted with permission), Duncan Brack, for the Royal Institute of International Affairs, 
London, for discussion 11 December 1995]. 


5.2.1 We also note that detailed discussions concerning ways in which WTO rules might be amended are 
underway in the CTE. Again, however, FoE has not been following this debate closely due to lack of resources. 
In-general FoE favours the use of positive trade-related measures where possible and notes that several WTO 
members referred to the use of “positive incentives” during their October 1995 discussion [see Trade and the 
Environment, WTO, Geneva, 8 December 1995, PRESS/TE 006 (attached) for a full account of the CTE’s 
discussion of MEA provisions]. 


5.3 Nevertheless, on the basis of the one“exception” mentioned in point 5.1—a study of the relationship 
between the Biodiversity Convention and the Trade-Related Intellectual Property Rights agreement (TRIPs)— 
FoE continues to be concerned about the potential for conflict between trade and multilateral environment 
agreements [see Intellectual Property Rights and the Biodiversity Convention: the Impact of GATT, FoE, 
London, February 1995, (attached), for full details]. 


5.3.1 Briefly, FoE believes that the WTO’s TRIPS agreement reflects the interests of those companies (as 
opposed to individual farmers) that stand to benefit from the tightening of national intellectual property rights 
regimes that relate to crops. It completely fails to acknowledge the links between increases in IPRs, 
biotechnology, and the erosion of genetic diversity, acknowledged in the Convention on Biological Diversity 
(CBD). Furthermore, it conflicts with the objectives of the CBD in that it does not create any kind of incentive 
for the in situ conservation of genetic resources by farmers. Indeed, it is arguable that it actively discourages 
the use of national measures that promote such conservation. For these reasons, FoE believes that any 
government signing up to the TRIPS agreement could thereby fail to meet its commitments under both Agenda 
21 and the CBD. Indian farmers’ objections to the TRIPs agreement have been so strong (with 500,000 farmers 
protesting on one occasion) that India has been unable to implement it. This could result in a difficult WTO 
dispute with one or more trading partners. 


5.4 Finally, FoE remains concerned about processes that might be employed in the event of a dispute 
between a signatory and a non-signatory to an MEA. FoE believes that the WTO should not be the arbiter 
simply by default, since the WTO is only mandated to consider issues relating to trade. It does not have the 
mandate, or for that matter the expertise, to consider issues pertaining to either environmental protection or 
sustainable development. In the absence of any general ruling on the compatibility of MEAs and WTO 
regulations, the hearing of such disputes by the WTO could set legal precedents favouring trade rules over and 
above sustainable development. This would be most undesirable. [See Intellectual Property Rights and the 
Pooh Convention: the Impact of GATT, FoE, London, February 1995, (attached), for details pertaining 
to s]. 


6. THE IMPACT OF INTERNATIONAL TRADE AND ENVIRONMENTAL AGREEMENTS ON THE ABILITY OF THIRD WORLD COUNTRIES 
TO DEVELOP AN ENVIRONMENTALLY SUSTAINABLE ECONOMY 


6.1 As explained in the introduction, the impact of international trade and environmental agreements should 
not really be considered in isolation. As countries become more and more interdependent, economically and 
politically, their futures become increasingly bound together. Decisions made in one country (concerning, for 
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example, consumption levels in Europe or the reform and implementation of the Common Agricultural Policy 
in the UK) can have drastic impacts on people living on the other side of the globe. Similarly, countries share 
the same global environment and suffer transboundary pollution and other environmental problems (such as 
ozone depletion). For these reasons almost any consideration of trade and sustainability should have an 
international perspective, rather than a narrow national or regional focus. We have therefore considered the 
impacts on Third World countries in detail in other sections of this document (see, for example, section 2). 


6.2 It is also important to remember that there is a difference between being free to trade and being forced 
to trade, either because of a need for foreign currency in order to purchase imports or service external debts 
(often as part of the export-led development element of Structural Adjustment Programmes) or because a country 
finds that it has been locked into a free trade agreement on an apparently permanent basis (as is the case with 
Mexico and the North America Free Trade Agreement). 


6.3 Furthermore, evidence to date points to the fact that Third World Countries can fare badly in 
international agreements, since they generally lack the power to influence negotiations in their favour. Thus, 
for example, we find that, following years of supposedly mutually beneficial international negotiations on 
liberalising trade “Developing country markets for OECD exports have expanded by 50 per cent since 1990.” 
[Development Partnerships in the New Global Context, OECD Press Release, 4 May 1995, SG/PRESS(95)31]. 
Non-OECD countries, on the other hand, are not expected to gain to nearly the same degree. [Trade 
Liberalisation: Global Economic Implications, Goldin, O Knudsen and D van der Mensbrugghe, OECD/World 
Bank, Paris, 1993]. In fact, some developing countries, particularly those in sub-Saharan Africa, are expected to 
experience net losses after the results of the Uruguay Round of GATT negotiations are implemented [see 
World Trade Reform: Do Developing Countries Gain or Lose?, Sheila Page and Michael Davenport, Overseas 
Development Institute, London, 1994, p. 34, for a discussion of proposed methods of compensation]; and some 
African negotiators have even been completely excluded from negotiations of importance to them [see Trade 
Secrets: Transparency and Accountability in International Trade, Friends of the Earth, London, December 1993 
(attached)]. However, should the social and environmental consequences resulting from the failure of any 
particular agreement prove to be severe, this may be detrimental to all countries in the long run. 


6.3.1 The Montreal Protocol on Substances that Deplete the Ozone Layer, which is well known as one of 
the few international environmental agreements to effectively recognise the needs of Third World countries, 
illustrates that recognition of the needs of poorer nations can be critical to meeting the objectives of the 
agreement: ; 


“The recognition of the special needs of developing countries is crucial to the operation of any 
international agreement in a world compromising countries of widely varying incomes; these include the 
provision of financial assistance and technology transfer; the decision-making procedures which allot 
particular weight to Article Five countries; and the grace period before implementation of the phaseout 
scheduled. Finally, the dynamic established by the progressively evolving phaseout schedules, and the 
trade provisions, has encouraged newly industrialising countries to move out of old technology and 
accelerate their own phaseouts even when not required under the terms of the agreement.” {International 
Trade and the Montreal Protocol (First Draft), Duncan Brack, The Royal Institute of International Affairs, 
published for discussion 11 December 1995] (emphasis added). 


6.4 Finally, one issue that has not been mentioned elsewhere in this report, but is of great concern to FoE, 
and particularly our Third World colleagues, is the European Union’s proposal to initiate new negotiations on 
foreign direct investment in the WTO. The agreement envisaged by the EU would give foreign companies 
considerably more scope to invest in any sector of a country’s economy, on a level footing with domestic 
companies. Third World countries would have to rescind many existing regulations concerning the entry of 
foreign investors. Fledgling service industries, which are critical to the development of sustainable societies in 
many countries, are likely to suffer. Friends of the Earth International believes that this issue should not be 
added to the WTO’s agenda during the Ministerial Meeting in Singapore, in December 1996. Friends of the 
Earth will itself be addressing the issue of foreign investments and the environment in more detail in the 


coming year. 


8 January 1996 


Glossary 
CAP EU’S Common Agricultural Policy 
CBD Conversion on Biological Diversity 
CSD United Nations Commission for Sustainable Development 
CTE WTO’s Committee on Trade and the Environment 


DPG Domestically Prohibited Goods 
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FoE Friends of the Earth 

Foe EWNI Friends of the Earth (England, Wales and N Ireland) 

FoEI Friends of the Earth International 

GATT General Agreement on Tariffs and Trade 

ICREA International Commodity-Related Environmental Agreement 
ISO International Organisation for Standardisation 

IPRs Intellectual Property Rights 

IPTES Intergovernmental Panel on Trade, Environment and Sustainability 
ITTO International Tropical Timber Organisation 

MEA Multilateral Environmental Agreement 

NAFTA North American Free Trade Agreement 

OECD Organisation for Economic Co-operation and Development 
PPMs Processing and Production Methods 

TBT WTO’s Technical Barriers to Trade Agreement 

TC 207 ISO’s Technical Committee 207 

TES FoEI’s Trade, Environment and Sustainability Programme 
TNCs Trans-national corporations 

TRIPs WTO’s Trade-related Intellectual Property Rights Agreement 
UNDP United Nations Development Programme 

UNEP United Nations Environment Programme 

UNCTAD United Nations Conference on Trade and Development 
WTO World Trade Organisation 


Examination of witnesses 


Ms Ronnie HALL, Environment and Development Co-ordinator, Mr Duncan McLaren, Research Co-ordinator, 


Friends of the Earth, were examined. 


Chairman 


344. Can I welcome you to the Committee and 
could I ask you to identify yourself, for the purposes 
of the record? 


(Ms Hall) Yes. My name is Ronnie Hall, I am the 
Environment and Development Co-ordinator from 
Friends of the Earth. And I would just like to say that 
I have come with my colleague, Duncan McLaren, 
who is sitting behind me, who might be a more 
suitable person to address any questions to about 
sustainability or policy-making by TNCs. 


345. Would you like to come and sit at the table 
then, to make sure that what you say is on the record? 

(Mr McLaren) Thank you. I am Duncan McLaren, 
Research Co-ordinator for Friends of the Earth 
(England, Wales and Northern Areland). 


Chairman: Thank you very much. Michael 
Stephen. 


Mr Stephen 


346. What access does Friends of the Earth have 
to policy-making in the United Kingdom? 

(Ms Hall) 1am interested that you started with that 
question because it is one I cannot actually answer. 
We do have meetings regularly with the Department 
of the Environment, the DTI and the Treasury, but they 
are consultations where we are debriefed about what 
is happening in meetings with the WTO, but in terms 
of what influence we might have on policy-making I 
really could not answer that question, we never really 
get much feedback. 


347. Are there other avenues that you would like 
to see opened for access to policy-making in the 
United Kingdom? We invited you here to this 
Committee, I suppose that is one avenue; can you think 
of others? 

(Ms Hall) 1 would be quite happy to talk to those 
Departments and actually have more feedback, and 
possibly to go to meetings at the WTO and other 
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(Mr Stephen Cont] 
intergovernmental organisations working on trade as 
an observer, to actually see at the time what is 


happening. 


348. But my question was specifically about 
access to policy-making in the UK with the British 
Government; do you have enough access to them? 

(Ms Hall) Not in terms of feedback, that is really 
what we need, to know whether we are making a 
difference; it is very hard for us to assess exactly what 
difference we are making to policy. 


349. Do you think that there is sufficient 
co-ordination between the DTI and the Department of 
the Environment on environmental issues that affect 
world trade, or vice versa? 

(Ms Hall) My personal impression, over the last 
few years, is that the co-ordination between the 
Departments has got a lot better, I know it is down to 
policy but I think it is also probably a lot to do with 
the individuals involved, I think they have had a lot of 
political will to make that co-operation work. 


350. You say that you do not get enough feedback, 
you do not get enough direct feedback; what about 
indirect feedback, do you see the points that you have 
made to officials and politicians being reflected in 
future policy? 

(Ms Hall) Not very often, and where I do see 
points reflected it is hard to say whether it is actually 
Friends of the Earth that has made the difference or 
other NGOs, because we often work in close 
collaboration with a number of NGOs. 


Sir Irvine Patnick 


351. Does it really matter, if, I would say, the 
argument you are pursuing does get there, it is like 
when you attend a meeting and someone comes up 
with something you have said and everybody praises 
them, you know; if that is the way it goes and you 
sway the meeting, is not that the purpose of it? 

(Ms Hall) Absolutely, yes, but it does make it 
easier for us to judge whether the strategies that we 
are actually using as an organisation are the right ones. 
And, when I say that these points are not reflected in 
policy very often, there are only two examples that I 
can think of where really suggestions we have made 
have been taken up, one way or another. And one of 
those was when the WTO, well, before the WTO was 
set up, the draft proposal to set up a multilateral trade 
organisation, some of the recommendations that we 
made, and that other NGOs made as well, were taken 
on board, but not all of them; and another occasion 
was the OECD’s NGO workshop last year, when we 
made some recommendations about the structure of 
that workshop. But, apart from that, not that many of 
our recommendations have been taken up. 


Mr Stephen 


352. Can I tum to the local trade versus global 
trade argument. Can you explain to the Committee 
why Friends of the Earth consider local trade to be 
preferable to global trade? 


(Ms Hall) That is quite a difficult question to 
answer and partly because to give a really 
comprehensive answer I would have had to have a 
discussion with my colleagues in other Friends of the 
Earth groups around the world, but I can sort of give 
you a personal impression about it. We have a 
preference for local trade in terms of the fact that if 
transport were not so heavily subsidised we feel that 
trade patterns would change so that local trade tended 
to be favoured over international trade anyway. And 
we also have a concern that, when people are 
purchasing things, if they are purchasing something 
that has been produced locally they care more about 
the environmental and social impact, if it has been 
produced on the other side of the world they are not 
really so bothered about the methods of production. 
But, having said that, I personally am quite against 
using any sort of trade measures that are punitive 
rather than positive, and we have done quite a bit of 
work, looking at research and trade measures proposed 
around the world, to see what positive incentives might 
be possible. 


353. But does not the concept of local trade mean 
that we, as a developed country, would have to deny 
our markets to the farmers and other producers of 
countries very far away with much poorer economies 
than ours? 

(Ms Hall) There is no black and white answer to 
that. Yes, in a sense, you would be changing the 
pattern of trade, but you would not necessarily be 
denying a market if you were not using punitive 
measures, because, in some cases, I mean, in our 
experience, within Friends of the Earth, people in those 
countries are being forced into international trade 
when they do not actually want to take part in it to 
quite the extent that they are. 


Chairman 


354. Who is forcing them? 
(Ms Hall) Do you want me to go into that in 
some detail? 


oh rin fe 

(Ms Hall) Because there are a number of different 
reasons why countries are involved in international 
trade when they might not want to be. I think the main 
reason actually is the problems that a number of 
developing countries have with debt. There are around 
40 countries that are severely indebted, some of them 
up to half of their GNP goes on servicing debts, and 
in order to borrow money, to carry on with their 
economy and to pay off those debts, they are forced to 
undertake activities which generate foreign currency 
and they would not otherwise undertake those 
activities. 


Mr Stephen 


356. But the previous witness referred us to the 
tomato industry in Mexico, which presumably employs 
a large number of people in Mexico and produces 
wealth which can be used to improve the quality of 
life of those people and the country generally. Would 
you deny those tomato producers of Mexico access to 
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[Mr Stephen Cont] 
the markets of the United States or the markets of 
Europe? 

(Ms Hall) No. I would not really want to deny any 
sort of access at all, but there are two points that I 
would like to make, and the first is that I think trade 
policy should be reviewed in terms of choice of people 
who are making purchases and the choice of people 
that are exporting goods, and I think the way that the 
system works at the moment tends to inhibit choice at 
both those levels. And the second thing is that if costs, 
social and environmental costs, were properly 
internalised you would have more sustainable trade; 
so, for example, you would be growing tomatoes in 
the countries where it was most appropriate for them 
to be grown and we would not be trying to, well, we 
are not, but an example we like to use at work is that 
should we be growing bananas on Ben Nevis. 


Sir Irvine Patnick 


357. Can I just pick that up. I think the statement 
is that developing countries are forced to trade rather 
than being free to trade, I think that is what I grasp 
from that. The question it poses, is that true of the 
majority of developing countries and what are the 
environmental and social implications? I do not want 
to grow bananas, I like tomatoes, I think it is easier to 
grow and everything about it, so I would say, in my 
economy, you know, who is going to make me grow 
bananas when my climate, everything about it, says 
tomatoes; it is sort of, that fickle finger comes down 
and says, “You will grow” and you think, “Good grief, 
I don’t even like the things’’? 

(Ms Hall) I do not think it is quite that apparent, 
it is a more insidious pattern of events. But when I 
referred to debt, that was actually just one of a number 
of reasons why developing countries are forced to 
trade, and I think debt is probably the worst problem 
for the poorest countries, so we are talking about 
between 40 and 48 countries there. But then you look 
at developing countries as a whole, a considerably 
larger number of countries; those that are borrowing 
money and _ undertaking structural adjustment 
programmes are generally expected to introduce 
export-led development policies, which they do not 
always want to, so that automatically triggers 
increased international trade. 


358. I get shouted at by the Chairman, you see; 
what happens is you ask a question and somebody 
takes you down a different way, you want to try and 
get back. You see, if in a developing country, by the 
word, they have got to develop somehow and 
sometimes they cannot do it internally, they have got 
to do it by exporting, or, we have that great word, 
internationalisation takes place, that somebody else 
comes in and starts doing it there, because this is the 
climate for it, this is, whatever it is, I always think of 
Cuba and cigars, and things like that. You’ say to 
yourself, well, if that economy went, what would we 
replace it with and why pick up the cigar plants, or 
tobacco plants, and go to another country? 

(Ms Hall) Yes, well, certainly, that is a difficult 
issue to address, but there must be other alternatives 
and we think that local trade is one of those other 


alternatives, and the key factor is the need for foreign 
currency that these countries have. And another 
problem is that, because of the structural adjustment 
programmes that are in place and that they are 
expected to implement, they are generally forced to 
increase their exports of commodities and natural 
resources, and what this means is that when a number 
of countries are all doing this at the same time there is 
an oversupply in the market and the price actually 
drops, so the revenue that they get back for those 
natural resources is decreasing. I do not know exactly 
what the answer is, but there are a number of serious 
problems that need to be addressed. 

Sir Irvine Patnick: I would say that there are two 
things, Cuba, cigars, and they also have skills and 
knowledge. There are those who say, “Well, we 
shouldn’t be growing tobacco at all” and I say 





Chairman: You can have a question but not an 
opinion. 
Sir Irvine Patnick 
359. I am trying to say, Chairman, that what we 


are really saying to a country that has got this skill, 
has got this expertise, you know, it points down and 
says “tomatoes”, and they are not catch questions, we 
are questing for knowledge, is the way. Now, how do 
you say that to them, you know, all this expertise they 
have got: goodbye, bananas, tomatoes, whatever it is? 
And then you start off with a poor country, do you not, 
sorry, I will rephrase that, a poorer country? 

(Ms Hall) 1-do not know the answer to your 
question, obviously, and it would differ in each 
country. And if you take bananas as an example, which 
is something I know a little more about than tobacco, 
certainly people in a group like Friends of the Earth 
in Grenada, they find themselves impoverished by the 
banana industry there and the skills and the means of 
livelihood that they had before the banana industry 
expanded they have lost those, and some of them find 
themselves unemployed, with no resources to live on. 
It is just a difficult question that needs to be dealt with 
on a case-by-case basis, I think. 

Sir Irvine Patnick: Thank you very much; thank 
you, Chairman. 


Mr Clifton-Brown 


360. Mr Chairman, may I, firstly, apologise for 
being late, I had another, unavoidable meeting. Surely, 
what any country ought to be doing is adding value to © 
its labour wherever it can, and if, for example, Cuba 
has particular skills in a particular area, provided that 
trade is done in an environmentally friendly way is not 
that the best way to benefit a poorer, and indeed a 
richer, country’s economy? 

(Ms Hall) Certainly, we would not object to 
adding value to labour at all, particularly if products 
were produced in an environmentally friendly way, but 
as trade is liberalised there is certainly a problem with 
some negotiations that are proposed at the moment to 
liberalise investments, whereby countries, particularly 
the poorer countries, find themselves in a more and 
more difficult position in terms of developing their 
own skills and expertise, because the ownership of the 
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companies and the industries is moving abroad and 
being bought up by rich transnational companies. Do 
you want to say anything on that, Duncan? 

(Mr McLaren) To reinforce that position, what 
you said was if it is done in an environmentally 
friendly manner then it is fine, and our concerns are 
that the regulatory framework for world trade has some 
problems which mean that that is perhaps less likely 
than we would like to see. There is certainly nothing 
fundamentally wrong with the assertion that countries 
should add value, should be developing their resources 
in a sustainable manner, and that includes their 
labour resources. 


361. If we take the presumption, the conclusion 
must be that the tendency is toward international trade 
rather than local trade? 

(Ms Hall) Why? 


362. The presumption that we want to add value 
to labour, because that benefits the economy, the 
conclusion must be that you are tending towards 
international trade and exports rather than local trade, 
which is the point of the question? 

(Mr McLaren) | think the point that I would like 
to bring us back to is what Ronnie mentioned right at 
the beginning, which is that there are at the moment 
effective subsidies for international trade, we are not 
talking about forcing localisation on economies but we 
are saying that when trade is conducted it should be 
conducted, if you like, at true environmental prices, 
and that will generally mean a tendency towards less 
long-distance trade than is currently undertaken at the 
moment. 


Chairman 


363. What are development subsidies then? 

(Mr McLaren) I am afraid I do not have the 
figures with me, I would refer you to the recent work 
of Norman Myers, who has estimated that there are 
very substantial subsidies, in the order of hundreds of 
billions, towards world trade. I am sorry, I was not 
expecting that particular question. 


Mr Thomason 


364. You would like to see the World Trade 
Organisation, would you not, cease to be a world trade 
organisation but become a world environment and 
trade organisation? 

(Ms Hall) 1 do not think I actually wrote anything 
in quite that way in the written evidence that we 
supplied, but I do think that the WTO’s current 
mandate is outdated and at some time in the future it 
will have to be considering sustainable trade, but I do 
see that as a very long-term goal. 


365. Do you therefore feel that there ought to be 
a new body created, to run parallel with the WTO? 

(Ms Hall) Again, yes. I know that Dan Esty has 
proposed a global environmental organisation, but I 
personally see that as another very long-term goal. 
And the proposal that we have supported, for an 
Intergovernmental Panel of Trade, Environment and 
Sustainability, is something that we see as a short-term 


measure to make up for the fact that there is not that 
balance in intergovernmental organisations at the 
moment; certainly, that balance is needed in the future. 


366. So you are suggesting to us that there is 
almost no hope, are you not, that you are trying to 
bring into existence another international body, which 
will not have much effect, that will run in parallel with 
a fairly weak collection of international environmental 
bodies that already exist; what hope is there? 

(Ms Hall) 1 would say that I am suggesting 
nothing of the kind. We are not suggesting the creation 
of a new organisation at all, we are suggesting the 
establishment of an intergovernmental panel that 
operates possibly using existing intergovernmental 
organisations as a secretariat, so you might have, for 
example, UNEP and UNCTAD working together to do 
the day-by-day work that is needed. Whether it is weak 
or not depends on the government that is setting it up. 


367. The precedents are not very good, are they; 
the precedents are not very good for international 
environmental organisations being effective? 

(Ms Hall) 1 do not know that I would agree with 
that. You have the Intergovernmental Panel on Climate 
Change, which is very well-respected in its subject 
area, and there has now _ been another 
intergovernmental panel set up by the Commission on 
Sustainable Development, last year, that is an 
Intergovernmental Panel on Forests, with a very broad 
mandate and a very transparent structure, which is 
exactly what we would like to see for an IPTES. And 
if governments have agreed to set it up for forests, I 
see little reason why it cannot be done for trade and 
environment. 


368. That implies that you are really going to let 
the WTO off the leash, so that it can go barking along 
for its trade scent rather than consider environment, 
you are letting it abrogate any environmental role that 
it might have, through the CTE, are you not? 

(Ms Hall) I think that all IGOs that are working 
on trade and environment- should be required to 
co-operate under the umbrella of _ this 
intergovernmental panel, and it is a suggestion by 
which we hope to get IGOs and other agencies 
working on trade and environment to work together in 
a more co-operative fashion, because although they are 
supposed to be doing that at the moment they do not 
appear to be doing it very well. 


369. But, by your own admission, the creation of 
such an organisation would take some considerable 
time. What do you suggest is done in the meantime? 

(Ms Hall) No, you misunderstood me. I think that 
the establishment of an IPTES could be done almost 
immediately, and that the establishment of a global 
environmental organisation might take longer. 


370. Right. So what you are suggesting to us is 
that you do not really try and develop the role of CTE? 

(Ms Hall) 1 would like to see the role of the CTE 
restricted, as long as the World Trade Organisation’s 
mandate stays as it is, yes. 


371. You want to see it restricted? 
(Ms Hall) Yes. 
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372. You mean doing less environmental work? 

(Ms Hall) Well, it is not a question, to my mind, 
of the quantity of environmental work that it is doing, 
and I think some of the discussions that are taking 
place at the moment are quite interesting. What I am 
really concerned about is the status of any decisions or 
proposals that are put forward to the first Ministerial 
Meeting in Singapore, in December of this year, 
whether they will have a sort of legally binding status, 
because of the WTO’s power and in the absence of 
any other strong organisations. 


373. Can I just clarify your position on this. Are 
you telling us that you do not want a developing role 
for the CTE in any shape or form? 

(Ms Hall) No; it is not that I do not want it to 
work on trade and environment, I just want there to be 
limits to the results of its work, because it is part of an 
organisation with a mandate to look at trade and not 
environment, it does not have a sufficiently broad, the 
WTO does not have a sufficiently broad mandate. If 
the mandate of the WTO changed then it would be a 
different question altogether. 


374. So, if I understand it, you are not seeking 
that change because you consider it is unrealistic to 
expect it? 

(Ms Hall) 1 think it is unrealistic in the short term 
but would be seeking it in the long term, yes. 


Mr Clifton-Brown 


375. So, just pursuing this business of the WTO 
and their role in the environment, and the CTE, as I 
understand it, you believe that the WTO’s constitution 
and the way that they have set up the CTE does not 
allow it, or will not allow it to come up with any 
effective measures in Singapore, is that what you are 
saying? 

(Ms Hall) 1 do not agree that it will not allow it to 
come up with any effective measures, and certainly— 
for example, from the United Kingdom, trade and 
environment officials do take part in the CTE’s work, 
so, of course, it could, but I think that it is very 
unlikely. However, there is a point that I would like to 
bring up here, about the European Union’s position on 
this meeting in Singapore. Last week, a proposal from 
the EU was published on the Internet about exactly 
what the EU would like to see come about in 
Singapore, and it is quite a sophisticated approach to 
the whole issue and I was quite impressed by the list 
of different items that they want to consider, I have 
the paper here, if anybody wants it. I phoned up the 
World Trade Organisation yesterday, to see what 
happened in the last meeting of the CTE, which was 
last week, and apparently this proposal has not been 
discussed yet. So there are proposals somewhere in the 
ether, which are quite good proposals, and I wanted to 
find out what the developing countries’ reaction to the 
EU proposals was, but I could not, so you might like 
to pursue that, if you have the opportunity. 


376. You see, I am’ now generally puzzled, 
because in the answers to Mr Thomason you said that 
you hoped that the CTE would not move too fast, 
because you felt that the mandate of the WTO would 


not allow it to do so, and now you are saying, on the 
other hand, in answer to me, you feel some really 
positive things can come out of the CTE in Singapore. 
So, where have we got to? 

(Ms Hall) Saying that I am quite interested in the 
EU’s proposals is not the same as saying that I think 
those proposals are going to be the overall result of the 
meeting in Singapore, so what I am saying is that I am 
quite interested in the EU’s proposals but I have very 
serious doubts about whether they will get through the 
CTE and survive the trade only’ mandate of the 
WTO. Does that make sense? 

Mr Clifton-Brown: Yes, I think, just about. 
Thank you. 


Mr Gerrard 


377. Ithink you have made quite clear your views 
on transparency, as far as the WTO is concerned, that 
you believe that Friends of the Earth, other NGOs, 
ought to be there, at the very least as observers. I 
wonder if you could expand on what you believe that 
Friends of the Earth, in particular, but NGOs generally, 
could bring to the WTO, I appreciate there are 
alternative structures that we might want to see in the 
longer term, but in the short term what do you think 
could be brought? 

(Ms Hall) I think there are two different areas. In 
the evidence that we provided, the written evidence, 
there was a briefing sheet that we wrote a couple of 
years ago, called “Trade Secrets”, which I hope you 
have had time to have a look at. And I think one of 
the prime short-term roles that NGOs could have, as 
observers to non-confidential meetings of the CTE, is 
to increase the accountability of trade negotiators, 
because it is our experience that parliamentarians, and 
even government officials sometimes, do not know 
what their trade negotiators are discussing in those 
meetings. And the second role, possibly not for the 
same NGOs because there are many different kinds of 
NGOs, is to provide expertise about the environment 
and sustainable development to trade negotiators. 


378. How satisfied are you with the way that 
UNEP and similar organisations relate to the WTO 
now? 

(Ms Hall) With regard to UNEP specifically, I 
have to declare an interest, because Friends of the 
Earth’s trade and environment campaign has a small 
grant from UNEP. I have not recently had much 
dealings with UNEP or UNCTAD and I am not clear 
about their relationship with the WTO, but I suspect 
that it is not as smooth as the WTO would like to give 
us the impression that it is. 


Chairman 


379. If you have all this openness and you have 
the right for non-governmental agencies to be there, 
are you not going to be outgunned by the big corporate 
institutions who can put forward much more money 
and much more resources, compared to environmental 
groups, like yourselves? 

(Ms Hall) That is most certainly a risk, and the 
only way that I can see around it is to make a 
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differentiation between private interest groups and 
public interest groups. 


380. And what about third world countries, are not 
they also at a disadvantage? 

(Ms Hall) In terms of their participation in the 
meetings? 


381. Yes. 

(Ms Hall) Yes, they certainly are. A large number 
of the least developed countries cannot afford to have 
negotiators in Geneva and they tend to have one 
person who is trying to cover the negotiations on 
behalf of all of them, often have to make decisions in 
their absence and without being able to communicate 
with those governments. And, may I say, that, as far 
as I know; the WTO now has a Technical Assistance 
Fund, specifically set up very recently to help those 
developing countries, and that we would like to 
recommend that the UK Government donate 
something to that fund. 


Mr Stephen 


382. What evidence do you have to support your 
suggestion that the European Commission sometimes 
fails to pass on to Member States information gained 
by it at WTO meetings? 

(Ms Hall) Very little evidence and I am aware of 
the fact that in our briefing sheet “Trade Secrets” some 
of the examples provided there are indeed anecdotal. 
The problem is, particularly with the Commission, that 
I think it would be very loathe to admit not passing on 
information, obviously. So I just have to listen to what 
I hear from different people and put it together, it is a 
little bit like a jigsaw puzzle, you get a little bit of 
evidence here and a little bit there and you put it 
together and you make a picture. But, really, it would 
be hard to make a very strong case. But I am sure if 
you talk to government officials you will find that they 
have the same problems. For example, I have been told 
in the past that it is not possible for WTO or GATT 
(as it was then) papers to be derestricted speedily, 
because it took so long for the government officials in 
question to get any papers out of the Commission. 


Mr Taylor 


383. Just looking at some of your evidence, you 
are very strong in arguing that industries have undue 
influence in some agreements. Can you just expand on 
that a little? 

(Ms Hail) Yes. Again, this is one of those areas 
where you have to do a lot of speculation and asking 
people, you know, what is their experience of that with 
governments. There are two areas here. I will talk a 
little bit about international, but you might like to 
possibly say something as well. Three things. So there 
are lobbying bodies, so, for example, at the OECD you 
have the Business and Industry Advisory Committee, 
you also have Trade Union Advisory Committee, there 
is not an environment advisory committee, and 
companies have the money to set up an office in Paris 
and obviously do influence negotiations; very hard to 
pin down exactly how they influence those 
negotiations. And some of my experience comes from, 


for example, looking at drafts of OECD papers and 
how those drafts change, and, for example, when 1993 
guidelines were finalised, OECD’s Guidelines on 
Trade and Environment, references to codes of conduct 
for industry and pollution havens and transparency for 
industry had all been removed from the penultimate 
draft. It is perfectly obvious that industry is talking to 
the officials but there is no proof of it, but it is a 
difficult one to pin down. 


384. Might it not just be governments having a 
free trade bias, trade and industry officials? 

(Ms Hall) It might be, but it is pretty coincidental, 
let us put it like that, okay, compared with other 
changes made in the draft. 


385. I am fairly ignorant on this. You said 
companies might, industry lobbies might have offices, 
and so on; that is actually the case, is it? 


(Ms Hall) Yes, it is the case. 


386. On what kind of scale? 


(Ms Hall) Ihave not actually been to visit them so 
I really do not know. 


387. Can you give me any examples? 

(Ms Hall) No.1 do not have a great deal of contact 
with the industry side, I am just dealing with trade and 
environment. But there are a couple of other points 
that I wanted to make. The second is that in the 
International Organisation for Standardisation and the 
Codex Alimentarius, which are now recognised as 
international standard-setting bodies by the WTO, 
industry has a very, very heavy influence; now that has 
always been recognised, but until the WTO was set 
up the standards that they were developing were not 
officially recognised. So there is another problem 
there. Those are the two areas actually that I wanted 
to talk about, so I do not know if you want to add 
anything. 

(Mr McLaren) The comments I have are more at 
a national level, so are probably not directly relevant. 


388. If you are saying that it affects the British 
Government’s input into negotiations at EU level and 
at the global level, trade, you might want to expand 
on that? 

(Mr McLaren) I will tell you what the piece of 
work we have done recently is, it was an examination 
of voluntary policy measures in the UK, including 
those for energy conservation, habitat protection, and 
so forth. The one case study that was international was 
of ozone depletion, it is a little out of date, and we 
found that where a voluntary measure was being 
pursued, such as on packaging, the influence of 
industry went beyond having the legitimate input into 
the formulation of policy to actually structuring the 
nature and targets of that policy, and that was certainly 
the case with the Producer Responsibility Group for 
Packaging. Now, as I say, that is not something that I 
think directly affects this Committee’s interests. 

Mr Taylor: Right; but it would be fair to say that 
your position is that you believe that, whereas the 
NGOs, some of which are quite wealthy, compared to 
some political parties anyway,—— 
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Mr Clifton-Brown: Smaller countries. 
Chairman: A substantial membership as well. 


Mr Taylor 


389. We will debate that. Or smaller countries. 
You are nevertheless saying that where trade and 
industry is effective in getting its voice heard, despite 
the restrictions, on having a direct input, the other 
interests are not effective. I am not quite sure why that 
should be the case? 

(Ms Hall) It is, I think, purely down to the money 
and resources that they have to invest. 


390. Rather than the 
governments in the WTO? 

(Ms Hall) Certainly, in the case of the United 
Kingdom, I would say so. It is my personal experience 
that the officials that I have dealt with have been quite 
receptive to all comers. But in a case like the 
International Organisation for Standardisation, there 
are SO many transnational companies taking part, and 
I think they almost outnumber the Government, in 
Codex they certainly outnumber government 
delegations. And how to redress that balance is very 
difficult, unless you actually try and fund some NGOs 
to participate, I cannot really think of any other way 
round it. 


391. Let me just turn to another issue altogether, 
which is one that was raised in the previous session, I 
am not sure if you heard all of that? 

(Ms Hall) No, I did not. 


392. That is the issue of the development of WTO 
criteria on Processes and Production Methods; that is 
a very difficult area, certainly from the point of view 
of WTO. Some argue that it should, and I think it 
would be fair to say it is a general consensus, certainly 
from the evidence we have heard, that the PPMs in 
question have to be those that cause significant 
physical damage to the environment, so they have a 
direct impact. Your own proposals go beyond that, in 
that effectively you would support trade restrictions 
which reflect consumer preferences, cruelty-free 
products, leghold traps, those kind of issues. That 
seems to get into an area where it would be even more 
difficult to envisage agreement at WTO level, 
particularly since it is an area which has been 
controversial between traditional techniques in 
developing areas, as compared to the emotional, 
psychological, whatever you want to call it, feelings in 
the developed world? 

(Ms Hall) It certainly is a really, really difficult 
area, and one again which I will have to give you sort 
of personal opinions on, because it is not something 
that, as an international network, we have really had 
the time or the resources to discuss in depth. I would 
just ask if, in the last session, or any previous sessions, 


you have actually looked at Paul Ekins’ Green 
College paper? 


receptiveness of the 


Chairryan 
393. No. 


(Ms Hall ) You have not, right, so I will cover that 
a little bit in a moment. In general, Friends of the Earth 


supports positive incentives and we have really gone 
out of our way to try and look and see what is being 
done by people with the resources to promote trade 
measures that are positive and not punitive. So we 
have looked in quite some depth at ICREAs, 
International Commodity Related Environmental 
Agreements, and some other systems that have been 
proposed that are not quite so elegant. 


Sir Irvine Patnick 


394. Can I just ask there, Chairman, please; can 
you give me a “for example” there, so that we can 
probably look this up? 

(Ms Hall) In terms of the ICREAs? I am not quite 
sure of the 





395. No. You said that there has been an input to 
give, I would call it, a positive result, I think, my 
shorthand of that previous exchange? 

(Ms Hall) We conducted a sort of brief survey of 
research that was being carried out, a couple of years 
ago, about three years ago, into positive incentives, 
and found very little. We did find that the Free 
University of Amsterdam, funded by the Dutch 
Government, was investigating ways of changing 
international commodity agreements so that they 
encouraged producers in developing countries to 
change to more environmentally friendly means of 
production. 


Mr Taylor 


396. I think you are wandering away from the 
question that I really wanted to ask? 
(Ms Hall) Ido want to get back to it, actually. 


397. Very specifically, I just want to know, given 
how hard it is to incorporate the PPMs into the WTO 
rules and how reluctant they are to do that, whether 
you think it is realistic to extend that into areas such 
as animal rights, welfare issues? 

(Ms Hall) What I wanted to say was that the case 
for leghold traps and also growth-promoting hormones 
in beef are quite interesting, because they are the first 
cases in the EU since the WTO was established that 
do involve PPMs, yet they are between industrialised 
countries, it 1s not a debate between industrialised 
countries and developing countries, so it is almost a 
different issue altogether. And one of the points is that, 
certainly with the growth-promoting hormones, we are 
talking about existing legislation being dismantled; 
whether it should or should not be in that particular 
case I do not really want to say now, because it is not 
something that I followed in detail. But what I do want 
to say is that the European Union, certainly in this 
proposal that I was talking about that it is making for 
the Singapore meeting, is quite strongly in favour of 
maintaining an option, if you like, to include PPMs. 
And | think that is the way the political debate is 
moving in general. Nobody really wants to use, well, 
apart from the industries involved, nobody really 
wants to use punitive measures that relate to PPMs in 
other countries, but nobody wants to close off that 
route, because it is a very good way of encouraging 
people to take part in multilateral negotiations. But, 
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within the CTE, this is likely. I cannot see how it is 
going to end. 


398. As an environmental organisation, would you 
see there as being a clear hierarchy of priority; in other 
words, if we had to lose some of the welfare rights 
type issues but gained agreement on taking hard action 
on PPMs, which are threatening global biodiversity, 
global environment, would you see that as a trade-off 
that would be worth making? 

(Ms Hall) {do not really think it is a fair question. 


399. It is not a very easy one. It may be the kind 
of issue that comes up at Singapore? 

(Ms Hall) It may be, and that distinction has been 
made by Whitehall before, in these discussions, right 
from the beginning, the EMIT Group, Environmental 
Measures and International Trade, in GATT, they did 
actually distinguish animal welfare as a separate issue. 
But I do not feel, as an environmentalist, qualified to 
make decisions about whether my subject area is more 
important than that of another NGO and I do not really 
want to answer the question. However, there are 
priorities that have been set out very clearly in Paul 
Ekins’ paper, and I will give you a copy, if you do not 
have a copy of the Green College paper: you have got 
it. I do not know whether I should just go through 
them, very briefly, because they are quite interesting. 


400. If you would, very briefly, if you think there 
are some key points? 


(Ms Hall) The way that he is structuring it is, what 
is the damage, is the first criteria, so he is listing 
sustainability principles, is the environmental damage 
rapid, is it serious, is it irreversible, is it related to the 
use of sustainable resources, is it related to the 
emissions of toxins, things like that, so you can work 
out exactly what the problem is and how important the 
problem is. 


401. Yes, but is not exactly the key point about 
what Paul Ekins is saying that, to get agreement, there 
has to be a clear prioritisation? 

(Ms Hall) Yes. 


402. And that relates to global destruction, not to 
the fact that we happen to like something? 

(Mr McLaren) | think that is fair. Perhaps I should 
say I think Ronnie is entirely right to try and not say, 
“Oh, we’re not interested in animal welfare”, but that 
is not within our current remit, so, as Ronnie says, we 
are not qualified to speak on why that should be a 
specific issue for trade-related measures. On the other 
hand, what it does give, and the reason that it is in our 
evidence, is evidence of the precedents and that we 
are concerned at the threat to existing legislation or 
proposed legislation that is indeed democratically 
agreed upon within an area such as the European 
Union. 

Chairman: On that note, can I thank you very 
much for your evidence. 
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Mr Jacques DE Miramon, Trade Directorate, Mr Micuet Portier, Environment Directorate, Organisation for 
Economic Co-operation and Development, were examined. 


Chairman 


403. Gentlemen, can I welcome you to the 
Committee. Thank you for the written evidence, thank 
you very much for coming and could I ask you to 
identify yourselves, for the purposes of the record? 

(Mr de Miramon) Thank you, Mr Chairman. I am 
Jacques de Miramon, I am Deputy Director for Trade 
in the OECD. 


(Mr Potier) My name is Michel Potier and I am 
the Head of the Economics Division in the 
Environment Directorate of the OECD. 


Chairman: Thank you very much. 


Mr Thomason 


404. Good morning, gentlemen. Do you agree that 
the OECD is there primarily to promote trade, that it 
is there to assist developing nations, as a secondary 
issue, and it is primarily concerned with the 
industrialised nations, and in particular industry: is 
that fair? 

(Mr Potier) 1 would characterise the mission of 
OECD not only to promote trade but also to promote 
sustainable development; trade is a very important 
component, but since we are working together with the 
Trade Directorate and the Environment Directorate the 
ultimate goal is to find ways of how to make 
environmental policies and trade policies really 
supportive, that is the ultimate goal we are pursuing. 
But it is fair to say that the within work we are doing, 
our major focus is for industrialised countries, still 
keeping in mind the repercussion on the developing 
countries and economies in transition. 


405. So you do confirm that you are primarily 
trade, you are primarily concerned with industrialised 
nations? 

(Mr Potier) No. What I am saying is, in fact, we 
are trying to strike a balance between trade and 
environmental policies, which means, in fact, that the 
primary issue of concern is not trade. Of course it is a 
difficult exercise, but what we are trying to do is, in 
fact, to promote sustainable development, by trying to 
make environmental policies and trade policies 
mutually compatible and reinforcing. 


406. Do you see that you have a distinct and 
different role from other international organisations? 


(Mr Potier) Yes, to the extent that in OECD we 
are, maybe one of the strengths of the OECD is, in 
fact, that we are working with many sectoral 
committees. We are working with the Committee for 
Agriculture, or Science, and Trade, etc., which means 
we are in a position to look at the interface between 
policies, which is not what other organisations might 
be doing, they only look at single policies. I think our 
strength is, in fact, to facilitate dialogue, to facilitate 
what we are referring to in our jargon, as policy 
integration. On our side, the environment side, we try 
to distil environmental concern into trade policies, and 
my colleagues from the trade policies are trying to 
distil trade concern into environmental policies, which 
I feel makes somewhat unique our role vis-a-vis other 
international organisations. 


Chairman: Sir Irvine, you wanted to come in on 
this. 


Sir Irvine Patnick 
407. Mine is on the environment aspect. How do 
you think the conservation value of a species would be 
evaluated in your work? I can see that the environment 


has to go in with trade, but do you do any work on 
that at all? 


(Mr Potier) On the conservation of species, we 
have done work, in fact, in the field of valuation. For 
instance, right now we have work going on in the field 
of biodiversity. So our work is trying to come up with 
some idea of how we might value the species. We have 
a lot of economic methods, and there are problems 
with the figures we might play around with and might 
recommend. Instead of spending a lot of time on 
valuation to put a price tag on the life of a lion, for 
instance, we should try to address the root cause of the 
loss of biodiversity. In fact, this is the major thrust of 
our work right now, in fact we are completing a report 
on the economic incentive for the conservation of 
biodiversity, which addresses exactly those issues, 
through which mechanism is it possible to enhance the 
value of biodiversity and to protect it. 
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408. But the two have to go together, do they not, 
the protection and also industry, is the way I would 
put it; do you have a weighting factor, do you say 
trade is more important or as important as protecting a 
species in a particular area? 

(Mr Potier) 1 think we have to balance both issues, 
which is sometimes not a very easy task, but that is 
something we have, in fact, discussed with our 
colleagues from the Trade Directorate, to balance the 
trade and environment aspects. 


Mr Thomason 


409. You agree that you do not and cannot speak 
for developing countries and yet you have an interest 
in the environment of those developing countries. How 
do you work through that difficulty? 

(Mr de Miramon) If I may answer, Mr Chairman. 
The OECD, first, is not a closed organisation, we are 
letting new members come in, which were developing 
countries not very long ago, like Mexico, Korea is 
knocking at the door; so we already have countries 
which are, I would say, in-between among the 
membership. Beyond that, we have developed very 
much during the past years what we call our outreach 
policy, which means that we talk to non-member 
countries, especially those which are developing, and 
we try to associate many of these countries to the 
development of our thinking and policy-setting. And, 
for, trade and environment, in particular, where 
developing countries are very concerned about green 
protectionism, we have organised several workshops, 
in which about a half a dozen of, I would say, the 
upper-class developing countries, what we call the 
dynamic non-member economies—we speak with 
acronyms, I am sorry—have been participating and 
letting their views be known on elements of our 
thinking and of our policy which is not fully 
developed, so they participate in the process. 


410. How do you relate to other international 
organisations? 

(Mr de Miramon) We have contacts especially 
with the WTO, the World Trade Organisation, we also 
have contacts, and Michel Potier could talk about that, 
with a number of international environmental 
organisations. If your question is about duplication, 
what I will answer is that, yes, there is some amount 
of duplication, because different organisations serve 
different constituencies and these constituencies may 
have similar interests, which mean that some questions 
are dealt with both at the level of the developed 
western economies and their organisations and the 


organisations which serve a more _ universal 
membership. 
411. I think it appears to some of us that there are 


a very large number of international organisations, all 
of whom tend to operate within their own 
compartments and occasionally communicate with 
each other; do you classify yourself in that category? 
(Mr de Miramon) No, I would not say so, because, 
in the setting of our work, we have given a lot of 
attention to these questions of duplication, and we 
have a joint group which is served both by trade and 


environmental experts and in the setting of their 
programme they give a very close look to what other 
organisations are doing. So I do not think we either 
ignore what these organisations are doing nor do we 
systematically live in an ivory tower, simply working 
on our own particular agenda. 


412. Could you tell us how you operate with, 
say, UNCTAD? 

(Mr Potier) Concerning UNCTAD, to take an 
example, UNCTAD is invited, for instance, as an 
observer to take part in the meeting we are organising 
in OECD on trade and environment, we are also 
invited by UNCTAD to take part in all their meetings, 
in the working parties and also in some workshops 
they used to organise. And, on top of that, we very 
frequently receive from UNCTAD draft reports 
coming before they are finalised. For instance, we just 
recently got the draft report from UNCTAD for the 
next meeting of the United Nations Commission for 
Sustainable Development, because UNCTAD was 
entrusted with the task of task manager for drawing 
up, a complete report of what was going on in the 
field of trade and environment. This was sent to us for 
comment, in fact we had made comments on this draft. 
The same thing is true with UNEP, in fact we invite 
UNEP to meetings we have, as an observer, we take 
part also in the various workshops that UNEP is 
organising; in that way we can see if there are areas of 
complementarity or gaps to fill in the field of trade and 
environment work. 


413. Do you yourselves, and this is a delicate 
question, but do you feel that there is a duplication 
amongst other organisations and would you prefer to 
see a simplification of the international system? 

(Mr Potier) 1 would say there, may not be a 
duplication, but overlapping. It is like a movie, you 
have the same title but you have a different scenario. 
For instance, UNEP, of course, is always taking the 
perspective of the environment and its constituency out 
of the developing countries; UNCTAD is mainly 
concerned with the relationship between trade, 
development and environment. So you might have the 
same topic as a title, the script then would be different, 
so in that case there is overlapping, yes, but if you 
would say what duplication that everybody was 
sensing, no. 


Mr Taylor 


414. Just pursuing how you involve yourself with 
other international organisations, there is one that I am 
particularly interested in and that is are you actually 
trying to influence the outcome of the CTE and the 
Singapore meeting that will be coming later this year, 
and, if you are trying to influence it directly, how are 
you trying to influence it? 

(Mr de Miramon) Perhaps, Mr Chairman, if I may, 
I should perhaps explain a bit what the OECD does in 
relation with the WTO. We do not set up rules and 
enforcement in the OECD. We are really a, I would 
say, research organisation, a kind of intergovernmental 
think tank. And, over time, we have done a lot of 
preparatory work for issues which have been cast into 
legal terms in the WTO. We work on the various 
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options, we set up some kind of a sort of framework 
of what could be done and then, when we feel that the 
issue is set right within the OECD membership, which 
is, | would say, a powerful membership in the WTO, 
since it is, in fact, responsible for something like 70 
per cent of world trade, then it is brought into the 
WTO and rediscussed, of course, with the larger 
membership. And our work on trade and environment 
began before the WTO was active, we started working 
on this subject in 89, the GATT, at the time, only 
managed to set up a working party on the subject two 
years later, and now we have, of course, in the new 
WTO a Committee on Trade and Environment. And 
some of the subjects which are now under intense 
discussion in that Committee, working up towards the 
WTO Ministerial Meeting in Singapore later this year, 
these subjects are not those which we are working on 
now in OECD, they are subjects we worked on earlier 
and which are reflected in the report which we made 
for our Ministers last year. 


415. I understand that, but are you trying to 
influence the outcome? You have taken positions and 
I have read your report and I agree with what was in 
it; what I am not quite clear is how you are trying to 
influence it and what specific things you may be 
looking to have influence on in Singapore? 

(Mr de Miramon) We do influence, we hope, the 
proceedings in the WTO, in the sense that we try to 
provide the WTO membership with a set of reasonable 
options, balanced options, because we work them 
through that co-operative trade and environment in the 
OECD, and options, to respond to the question which 
was put earlier, which try to be not too OECD-centric, 
which try to take into consideration at least some of 
the major concerns of the non-OECD membership. So 
the product we give hopefully is a product which will 
be central in the final result coming out of the WTO 
work, and I think that was the case, for instance, when 
we worked on trade and services some time ago, where 
I would say the architecture of what is now a services 
agreement in the WTO was constructed in the OECD. 


416. Is there something that you are looking for 
particularly, is there a particular thing you would like 
to see happen out of the CTE, is there one single 
priority; what would that be? 

(Mr de Miramon) | think the single priority, if 
there is one, is that the result coming out of the WTO 
is a result which is economically sound, which will 
enhance global welfare and which will be acceptable 
to the largest amount of people. 


417. I think everyone could agree with that, but I 
am still not clear, as an organisation, if there is 
something specifically you would like to see, or 
something you would particularly like to resist 
happening? 

(Mr de Miramon) We would like to resist options 
that would be adverse to the general concepts which 
are endorsed in the OECD, which are open markets, 
free trade and sustainable development. 

(Mr Potier) We would,also probably expect, [on 
the environment side] that all the efforts made, 
particularly in working out the difficult problem of 
criteria for PPM, that the use of trade measures should 


be further advanced in the WTO. Because in OECD 
we had this debate with a group of people gathering 
both environment and trade people, and we know that 
in Geneva, in the WTO, those who are, in fact, on the 
front line are mainly with the community of the trade 
experts. So that means that any kind of 
recommendation in our report, which will help in 
clarifying to what extent there is a use of trade 
measures for achieving environmental objectives, will 
be brought forward and in a context where trade 
representatives are much more influential than the 
environmental representatives; that I would say from 
the side of the environment. 


Mr Thomason 


418. Let me now tum to the question of 
enforcement. WTO is the only organisation which can 
effectively enforce environmental agreements 
internationally, other than localised regional groups. 
Do you consider that it is insufficiently strong; do you 
think it appropriate that there should be an alternative 
international organisation dealing with environmental 
matters and, in particular, their enforcement; or do you 
have any other views on the position? 

(Mr de Miramon) May I perhaps correct a bit what 
I think I heard when you said that WTO is the only 
organisation to enforce international environmental 
agreements. I do not think that is the case. The WTO 
enforces its own trade rules and disciplines. There are 
a number of international environmental agreements 
now, some contain trade measures, but they are now 
self-enforcing. So perhaps the question I should 
answer is whether that proliferation of separate 
agreements is wrong and whether it would be 
preferable to put them all-under one umbrella, and we 
are back to the idea of a single environmental 
organisation, which has been discussed by a number 
of experts, academics mainly, not governments, well, 
there, I do not know if I am in a position to give a 
view. What I can say is that one should not, in my 
view, ask the WTO to exert functions it is not prepared 
to exert, and I do not think it is prepared to enforce 
environmental policy. So that opens a question 
whether another organisation should be fit for that 


purpose. 


419. But the WTO, through things like the 
Montreal Protocol, does and _ has_ established 
enforceable environmental agreements; you do not 
accept that? 

(Mr de Miramon) No. 


420. You do not accept that it is enforceable? 

(Mr de Miramon) I am not saying that the 
Montreal Protocol is not enforceable, it is enforceable, 
but what I am saying is that it is not the duty of the 
WTO to enforce it. It is true that presently one subject 
which is under heated debate in the WTO, and which 
might find its solution in Singapore, is what is the 
relationship between the WTO trade rules and the trade 
instruments which exist in some _ international 
environmental agreements. So far, there has been no 
friction, no problem created, based on an 
incompatibility between the instruments in, say, the 
Montreal Protocol and the rules and disciplines of the 
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WTO. But some people worry about that and worry 
that some party may come up with a complaint. So I 
think that the exercise which is under way now is to 
try to fit these environmental agreements with their 
trade measures within the acceptability of the WTO 
trade rules. 


421. And are you telling us that you, as an 
organisation, | appreciate you cannot speak as an 
individual, have no view on these matters? 

(Mr de Miramon) {am speaking, Mr Chairman, as 
the Secretariat of the OECD, I am not speaking for its 
membership. Its members certainly have an opinion on 
these subjects and they are debating these opinions in 
Geneva now. 


Chairman: Thank you. 
Neil Gerrard 
422. In your report that went to the OECD Council 


last year, at ministerial level, you talked about trade 
restrictions based on Processes and Production 
Methods and suggested that they might sometimes be 
necessary but that their role needed to be further 
explored, and you have touched on it to some extent 
already in your evidence this morning. Has the OECD 
in the last year, since that report was prepared, made 
any further progress on looking at the criteria that 
might be used in deciding whether a trade restriction 
based on a PPM was appropriate? 

(Mr de Miramon) No. This subject is not among 
the priorities which have been set for our present work 
programme. So what we have done is set out the 
problems and the problems are mainly due to the fact 
that Processes and Production Methods can take two 
aspects, some of them change the nature of the 
product, and there I do not think there is a great 
problem, that can be accommodated under the existing 
trade rules and disciplines. But the other case is when 
Processes and Production Methods do not change the 
nature of the product, they are not embodied in the 
product, and that is now a difficult situation to deal 
with under the existing trade rules, that is to 
differentiate products which have undergone certain 
Processes and Production Methods from others which 
are similar but which have undergone different Process 
and Production Methods. And this question, I think, is 
also going to come up now in the WTO, and it is really 
for them, I think, to decide whether the rather rigid 
exclusion of non-product-embodied PPMs should 
warrant a change, or an accommodation, or 
interpretation of the WTO rules. 


423. So, in essence, are you saying that the OECD 
has not really developed a view on this, has identified 
a problem; have you, for instance, considered—I am 
sure you will be familiar with the work of Dan Esty, 
who gave evidence to this Committee last week— 
whether the sort of test that he suggests, for deciding 
whether a trade restriction will be justifiable, is a 
reasonable one or not, or would you see that as not 
your function to make that sort of decision? 

(Mr de Miramon) Chairman, we were alerted to 
the fact that your Committee had discussed with Mr 
Dan Esty and we prudently read his book, before 


coming, in the train. Now, what I would say there is 
that the views, I think, which are expressed in that 
book, “Greening the GATT”, are very intelligent 
views, they are very interesting, very stimulating; they 
are, of course, Mr Dan Esty’s views and they are also, 
if I can speak freely, the views of an American who is 
immersed in American policy and, I would say, the 
pressures on government regulators in the US by the 
US Congress and by a certain number of interests. So 
what I would say is that his three-pronged test is quite 
interesting, it attempts in a very clever way to 
reconcile the existing rather strict rules and disciplines 
on trade and a certain desire to extend them to 
environmental issues, which are probably, as one says, 
extraterritorial. His suggestions also have, in any case, 
One important aspect, which is that they would put 
under the WTO the judgments on the environmental 
legitimacy of certain policies, and, so far, the WTO 
membership has rejected that responsibility, they have 
said quite emphatically that whenever a dispute which 
linked trade and environment, because there was a 
trade measure involved, came up in front of the WTO, 
in a panel, they would look at the trade measure itself, 
in relation with their own rules, but they would not 
give an opinion on the environmental legitimacy of the 
policy. Now, that would be the case if Mr Dan Esty’s 
proposal were adopted, and that is a personal view, 
that I am not sure that this would be a good idea and 
I am not sure that this would be a feasible proposal. 


Chairman 


424. Are you offering us an alternative one? 


(Mr de Miramon) Well, Chairman, that is a very 
tough question you are asking me. I think I have to be 
very modest and say that all the work that we have 
been doing, in trying to explain to you, is an attempt 
to accommodate policy objectives which are in great 
part complementary, in some aspects can be different, 
and I think this effort will have to continue and this 
effort will have to continue essentially on a 
case-by-case basis. That is a personal view. I do not 
believe that proposing a sort of universal solution will 
work out, a solution that would be good in all cases. 


Mr Gerrard 


425. In general, would it be true to say that the 
OECD though is in favour of multilateral rather than 
unilateral action, and would you draw any distinctions 
between specific measures that were inside an MEA 
and measures that were taken domestically or 
unilaterally, even if those were perhaps trying to 
achieve the same objectives as an MEA? 


(Mr de Miramon) Yes, we certainly are not going 
to promote unilateral measures, we are a multilateral 
organisation; but I think the definition of unilateral 
measures is subtle, so some will say that a unilateral 
measure is simply a measure which is contrary to 
multilateral commitments. You have multilateral 
obligations, you do not follow them, you take a 
measure, on your own, that is a unilateral measure; but 
some will argue that unilateral measures can be 
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accepted if they try to fulfil objectives, and here, I 
think, we are on much more difficult ground. 


Mr Taylor 


426. You said that there is no single solution; does 
that imply that you do not see any change to the WTO 
rules to accommodate multilateral environmental 
agreements, and particularly their enforcement, so you 
would oppose an actual change to the rules? 

(Mr de Miramon) I never said, or I did not make 
myself well-understood, that the WTO should never 
change, it is an evolving organisation, so there 
certainly are possibilities to adjust, fine-tune certain 
WTO Articles so that they can be more 
accommodating to some of the needs now, and there 
are proposals on the way now, in Geneva, which may 
come to fruition at the end of the year in Singapore. 
But there is a limit, what I was perhaps saying, to what 
the WTO can do; it can work on its own rules, it 
cannot adjudicate issues which belong to another realm 
of policy. 


Helen Jackson 


427. A similar question, really. Are you satisfied 
with the progress of the International Standards 
Organisation in developing internationally a set of 
harmonised environmental standards, or do you think 
that it is not really feasible? 

(Mr Potier) 1 must say, I am not myself quite 
familiar with this work, but what I could say, from 
what I am hearing, is that the ISO is certainly spending 
a lot of time in terms of advancing of progress, in 
terms of procedural harmonisation, which is one thing, 
but recently there has been a lot of discussion on the 
proposal for the development of environmental 
management standards, the series of ISO 14,000. I am 
not following this work, either, I am hearing more and 
more complaints coming from the environmental 
communities that those environmental management 
standards are not strong enough for the protection of 
the environment. And I am also hearing complaints, 
which is interesting, from the developing country 
representative sides, for another reason, mainly 
because in ISO people who are there negotiating those 
standards are mainly representatives from industry, 
from the industrialised side, but there are no 
representatives from industry from the developing 
country side. So, for that very reason, I think we 
should be rather cautious concerning the views 
expressed by industry on the virtue of the so-called 
environmental management standard. In fact, this point 
was recorded quite recently. We had the meeting of 
environment ministers just a few days ago, on 20 
February, and during the process of the consultation 
with the environmental NGOs and ministers this point 
was strongly made by the representatives from the 
environmental organisations. 


428. So I suppose what you are saying is that, 
because the International Standards Organisation will 
go for harmonisation, that isgoing to be at the lowest 
common denominator, and it is going to be difficult to 


raise the standard, to raise an environmental standard, 


without stronger enforcement. Do you feel that a 
harmonisation of labelling standards for products 
would help? I notice you suggest in your evidence that 
too many different types of environmental description 
on packaging can actually restrict trade. How are you 
going to overcome that and raise standards at the 
same time? 

(Mr Potier) 1 assume we shall not leave entirely 
in the hand of ISO the business of developing an 
international standard, in fact, that is a prerogative of 
the government to define standards, is what 1 am 
saying. Leaving it entirely in ISO would mean 
ultimately, that those standards would reflect the views 
of the business community of what they can achieve 
in the field of environment. So an outcome of that 
means there would be more access for participation 
in debate to other groups than industry, in fact. The 
discussion of international standards should be open to 
representatives of other communities, it should be open 
to representatives of consumer organisations and to the 
public. So that is the way, in fact, that you could think 
of promoting the level of the standard to avoid the 
least common denominator. 


429. What effort is the OECD making to ensure 
that that happens? 

(Mr Potier) In fact, mght now we have no 
programmes which are dedicated specifically on the 
question of harmonisation, we have work on 
ecolabelling, which, in fact, aims mainly at assessing 
the extent to which the process of granting such 
labelling is transparent and to what extent 
consultations are held, and also assessing the market 
penetration of the ecolabel. But we have not work 
going on, per se, in the field of harmonisation within 
OECD countries. 


Mr Olner 


430. Perhaps concentrating a little on ecolabelling, 
what do you think are the relevant environmental 
principles that should be taken into account when 
setting the ecolabelling criteria? 

(Mr Potier) In fact, I must say, when I was 
thinking about relevant principles, one principle which 
came to my mind was probably the pollution 
prevention concept. More than, I would say, the 
precautionary principle, because if you are thinking 
about the precautionary principle that would imply you 
will have not even put your product on the market 
already if you get some suspicion about the really 
harmful effect of this product. So if you like to select 
environmental principles concepts, I would say that 
this pollution prevention principle concept, is behind 
this ecolabelling. 


431. But surely there is room in there for the 
precautionary principle as well, I just cannot 
understand how you are going very strongly on one 
and seeming to ignore the other one? 

(Mr Potier) No, what I am saying is, if we are 
very much concerned about this, it will be a very 
important risk and you should not market already this 
product, you should not have an ecolabel, you should 
not introduce your product onto the market, that is 
what I am saying. 
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432. Could I ask whether these views came out 
of your 1994 Workshop and the 1995 Joint Session 
on ecolabelling? 


(Mr Potier) Yes. We had two workshops on 
ecolabelling and those workshops were centred about, 
in fact, four sets of issues. One was about the 
motivation in approaches behind any ecolabelling 
scheme and what we discussed was mainly the kind of 
ecolabel which is a voluntary nature, where a third 
party is involved for granting the ecolabel, and the 
kind of multi-criteria environmental label. The second 
set of issues which were discussed were the questions 
of transparency, access and credibility. The third one 
was the problem of testing and certification, and the 
fourth set of issues was a question of harmonisation 
and mutual recognition. On the first set of questions, 
what came from those workshops was, in fact, that 
the ecolabels are developed in a response to consumer 
demand for environmentally friendly products, and in 
many cases, in most of the cases, the approach which 
is followed is based on the life-cycle analysis. But, at 
the same time, the point was strongly made, at those 
workshops, that the life-cycle analysis does not 
provide ecolabelling criteria but just simply provides a 
consistent basis for policy-makers to take decisions. 


433. But there is a great deal, I think, of confusion 
as to whether ecolabelling is being led by the 
consumer or it is being led by the trade, there is a 
strange sort of balance there, and I just wondered 
whether you had done any research at all or had any 
findings whatsoever to sort of link ecolabelling with 
the amount of trade that is done? 


(Mr Potier) Yes; in fact, that exactly is the subject 
of ongoing work we have now, to try to identify 
particularly the market penetration of those ecolabels. 
But we are just initiating this work, in fact, one of my 
collaborators now is just visiting the Nordic countries 
and Germany for developing this project. But I cannot 
give you at this stage the answer, because the project 
is just on its way. 


Chairman 


434. You cannot even suggest a country where 
you think the penetration of ecolabelling is significant, 
in market terms? 


(Mr Potier) This is a very difficult question also to 
answer, because it depends, for instance, on the criteria 
according to which you grant an ecolabel. For instance, 
in a country like Austria you would have very stringent 
criteria for the granting of an ecolabel, it may be you 
have only 1 per cent of the product would get this 
label, and then if you compare the situation with 
another country you might find that you have 100 
products out of 1,000. The problem is, in fact, what 
conclusion could be drawn, because maybe the criteria 
in the other countries are more lax. So,. we first try to 
identify not only what number of products have got 
those labels, but also to what extent those products are 
getting a large share of the market and also to 
understand what is the consumer reaction to the label, 
independently of the price, would consumers still buy 


a product with the ecolabel, a user-friendly ecolabel, 
even if the price is higher? 


Mr Taylor 


435. Do you think that either voluntary schemes 
or private schemes are outside the WTO rules, or do 
you believe that they come within the WTO? 

(Mr Potier) {am not an expert in legal, in GATT 
rules, but I think they are outside. 

(Mr de Miramon) 1 would hesitate perhaps in 
answering this point. Nevertheless, I would suppose 
that, if voluntary actions do have a trade effect, a 
country which is affected could very well complain to 
the WTO that the government where these measures 
are taken, these voluntary actions are taken, does not 
fulfil its WTO responsibilities. 


436. Do you think the same applies to private 
schemes? 

(Mr de Miramon) If one followed that reasoning, 
all kinds of private business practices would be 
excluded from any kind of international scrutiny, 
which I think will not be the case. 


437. So you take the American view and not the 
European view, in other words? 

(Mr de Miramon) 1 do not know if it is an 
American or a European view; in any case, I think it 
is difficult. 


438. Well, the Americans have argued that their 
schemes do not count because they are privately 
administered, and the Europeans have argued that 
theirs do not count because they are voluntary. I am 
interested that you take the view that you do. 

(Mr de Miramon) Then I think I would be taking 
the European view, would I not, saying that it is 
difficult to exclude voluntary schemes from 
international scrutiny? 


439. So Private Schemes do not come under the 
WTO? 
(Mr de Miramon) Ah. 


Sir Irvine Patnick 


440. Can we move on to environmental taxes. 
Arising from the work that the OECD have done on 
environmental taxes, have you any _ firm 
recommendations to make, either to the United 
Kingdom Government or to the European 
Commission, arising from that work, and what are 
they? 

(Mr Potier) We have just released a study on the 
implementation strategies for environmental taxes, 
which is not the outcome of the joint work between 
the trade and environment experts but fiscal experts 
and environmental experts. That study has focused on 
a number of implementation issues, which must be 
identified and tackled if a country, the UK or the 
European Union, wants to introduce environmental 
taxes. Also, what are those issues; those issues, which 
need a lot of consideration, are the problem of the 
design of the tax, how to design this environmental 
tax, how to define, for instance, the tax base and the 
rate, to have a good understanding of the potential 
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barriers against the tax, mainly. because industry is 
very much opposed to any idea of tax. Because 
industry does not trust government, they still feel that 
even if the environmental objective is reached the 
government will still keep the revenue. Another 
implementation issue has to do with the use of the tax 
revenue, to what extent would the revenue of the tax 
be earmarked or it would channel back to the Treasury 
purse, we have to think about this particular 
implication, to what extent the tax will hit severely 
more of the poor than the rich, and then you have to 
think about the trade implication. So I can go into 
detail if you want, on those issues, but I would 
recommend most strongly that, in that case, the UK 
Government and the EU look carefully at all those five 
issues I mentioned because they are crucial, in fact, if 
we want really to have this accepted and implemented. 
For instance, on the design of the tax, the tax base 
should be clear and simple, because there has been a 
lot of debate recently on the so-called carbon energy 
tax, so there is a problem here, we have a mixed base. 
I would argue that if the goal is really to abate the 
greenhouse gases, in fact, the base of the tax should 
be a carbon base tax and not a carbon energy mix base, 
but I know the reason why it came up. 


441. We all want these things, like landfill tax, 
carbon tax, everybody wants them, but nobody wants 
to pay for them, and in the area I represent they have 
had to dig out polluted land from way back before they 
could actually start regenerating that area. Now, that is 
not money wasted because I do not think we had the 
knowledge then, but how do you make such things 
popular, how do you encourage people not to leave a 
legacy for future generations? 

(Mr Potier) Those taxes are never popular. 


442. But they are with us for ever, are they not, 
taxes and debt? 

(Mr Potier) Yes; but one way of making tax more 
appealing for people, and particularly for people who 
are concerned with the environment, is to channel the 
revenue of those taxes back to environment, because 
that is the implication of environmental taxes, which 
generally get more acceptance than just another tax. 


443. So it is in a box? 
(Mr Potier) Ina box, yes. 


444. And we put it in the box and we take it out 
of the box, so we all know where it has gone to and 


where it has come from? 
(Mr Potier) Yes. 


445. That is a mind-boggler, is it not, the Treasury 
would love that? 

(Mr Potier) But the Treasury would be against 
that, as a tax. 

Sir Irvine Patnick: But you would not, you see, 
because you get people who say, “I don’t want to pay 
for that; I’m prepared to pay for this”, and then you 
get what I call selective taxation. 


Chairman 


446. Can you give us, from the Member States, 
one or two examples of successful green taxes? 

(Mr Potier) 1 think the most successful example 
now you might find in recent years is probably in 


Sweden. In fact, Sweden has been one of the few 
Nordic countries who have adopted a wide range of 
emission taxes on sulphur dioxide, of nitrogen oxide. 
Swedes are also making a huge reform of the energy 
tax system and also Sweden has undertaken a 
comprehensive tax reform, including a reform in 
decreasing tax on labour and tax on capital and 
increasing the tax on the use of energy and natural 
resources. And with respect to, for instance, the tax on 
sulphur dioxide, after two or three years the emissions 
were cut back by 30, 45 per cent, the same is true on 
nitrogen oxide. And this is very interesting, because 
Sweden was a country who, I would say, 10, 15 years 
ago was absolutely against the idea of taxation, and so 
they have changed their mind completley. And one last 
thing, about the trade, since the Committee are 
interested in trade and environment, this is an 
interesting issue because this was a problem in 
Sweden, to the extent that Swedish authorities had to 
grant rebates to industry, particularly to 
energy-intensive industry, in fact the rebate was 
substantial, in fact the industry was only paying 25 per 
cent of the tax, because of a perceived impact. But, 
recently, after two or three years of experience, there 
is a recognition night now that this impact on trade has 
been fairly exaggerated, and now you see a decision 
will be taken in Sweden to increase the level of taxes 
to be paid by industry, because this will be moved up 
from 25 per cent now to 50 per cent. So I think this is 
a successful example. 


Helen Jackson 


447. Does the report, the publication that you 
mention, talk just in terms of environmental taxes or 
does it look at environmental incentives, fiscal 
incentives, as well? 

(Mr Potier) No. We look at incentives, in terms of 
environmental subsidies 





448. I mean things like capital allowances on 
environmental products, fiscal measures that are on the 
positive rather than on the negative? 


(Mr Potier) In fact, we have another publication, 
which is a survey of environmental taxes in OECD 
countries, which gives a complete review of the kind 
of positive incentives or negative incentives which are 
in place, but this is another study. In this survey we 
have shown how it is possible to give a positive 
incentive. 


449. Do you not think, in terms of selling green 
taxes to the public and people generally, if you talked 
about them as fiscal measures, or some other phrase 
that made it clear that they were positive and negative, 
it would help to sell what industry sees just as a burden 
and help them to see that there were positive things 
about it as well? 


(Mr Potier) 1am convinced we have to play with 
a combination, I do not believe in one single 
instrument for solving a lot of problems, so I am a 
great believer in a combination of policy instruments, 
including carrots and sticks and giving a more positive 
incentive, yes, I strongly believe that. 
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Mr Olner 


450. Talking about a carrot, have you done any 
sort of investigation and studies into the use of 
subsidies, particularly with agricultural commodities? 

(Mr Potier) Yes. In fact, our Joint Working Party 
on Agriculture and Environment is looking at this very 
question, in fact the subsidies in agriculture are quite 
massive, as they represent US$350 billion, for all 
OECD countries. There is a lot of discussion right now 
about the extent to which those subsidies do lead to 
some negative perverse impact on environment, in fact 
this is an issue which we are looking at. I think we 
have also to be very prudent in our conclusion, because 
it is fair to say it would depend on different types of 
agriculture. If we are referring, for instance, to 
agriculture which is of the intensive type, using a lot 
of fertiliser, pesticide, it is fair to say that the removal 
of subsidies and the decoupling of subsidy from the 
World Price in those areas would probably be 
beneficial to the environment, there would be less 
contamination of aquifer, but if we have in mind the 
kind of countryside in mountain areas, the fact that you 
will have suddenly cut back the subsidies might lead 
to some detrimental effect on the environment, so it 
would depend really on the type of agriculture we are 
referring to in the area. 


Mr Gerrard 


451. Can I return to an issue you touched on 
earlier, which was the question of dispute settlement 
within the WTO. The dispute settlement panels have 


the ability to call on expertise from a variety of 
sources; do you think there is sufficient input from 
environmental experts into that process? 

(Mr de Miramon) It is difficult to answer yes or no 
to your question because there has been a new dispute 
settlement process set up with the WTO which, as you 
said, allows for a greater demand on outside expertise, 
and since we have not yet had an environmental 
dispute on the panel procedure within that new process 
I think it is difficult to say whether the conjunction of 
this outside expertise is satisfactory or not. 


452. Do you think that enabling is going to be 
sufficient, or that there ought to be the obligation to 
call on that outside expertise, if we are talking 
hypothetically about what might happen in the future; 
the means is there but will that means be used, should 
it perhaps be an obligation instead? 

(Mr de Miramon) I would say that this is a 
question for the WTO membership to debate. 


453. You are not familiar? 

(Mr de Miramon) It is not that I am not familiar 
but I do not think I can give an OECD view on the 
subject. What the OECD has essentially been doing is 
to try to work on what we call dispute avoidance, that 
is all kinds of processes which can be put into 
operation before one comes to the last ditch judicial 
operation, which is the panel system. 

Chairman: Gentlemen, can I thank you very 
much for your evidence, it has been very useful. 
Thank you. 
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Examination of witnesses 


Mrs M Brusasco-MaAcKENzIE, Head of Division, International Affairs, Trade and Environment, Directorate 
General XI, Mr J Garcia-Burcues, Principal Administrator, responsible for Trade and Environment Dossier, 
Directorate General XI, Mr A Paoticcui, Directorate General I, responsible for Trade and Environment 


Dossier, the European Commission, were examined. 


Chairman 


454. Can I welcome you to the Committee and 
could I ask you to identify yourselves, for the purpose 
of the record? 

(Mrs_ Brusasco-Mackenzie) Thank you, Mr 
Chairman. I am Margaret Brusasco-Mackenzie, I am 
the Head of Division within the Directorate General 
XI of the European Commission, the Directorate 
General for Environment, and my particular Division 
is concerned with International Affairs and Trade and 
the Environment. 

(Mr Garcia-Burgues) My name _ is _ Julio 
Garcia-Burgues, Principal Administrator in the 
International Office Unit XI, the Directorate General 
for the Environment, and I am specifically dealing 
with Trade and Environment in the Unit. 

(Mr Paolicchi) My name is Alessandro Paolicchi 
and I work in the European Commission for the 
Directorate General responsible for Economic External 
Relations and I am specifically dealing with Trade 
and Environment. 


Chairman: Thank you very much. 
Mr Taylor 
455. You represent two of the big Directorates in 


the Commission, dealing with these issues; can you 
tell me who takes the lead, in terms of trade 
negotiations, for example, in relation to the WTO and 
CTE, within the EU, is it DGI or DGXI? 

(Mrs Brusasco-Mackenzie) 1 think the answer is 
that we share it. Clearly, DGI is one of the oldest 
established DGs of the Commission, it has always 
been concerned with the common commercial policy, 
it is a very strong DG and it leads trade negotiations 
in general. In relation to this particular area of trade 
and environment, which, of course, is a relatively new 
one, which has really come up since, shall we say, 
UNCED, we started dealing with it in UNCED, but it 
has really flowered since then and particularly we are 
very pleased that the Committee has been created 
within the WTO and, since that time, we have been 
endeavouring to work hand-in-hand. Now, the trade 
and environment communities are two different beasts, 
they were not very well-acquainted with one another 
until one started this process in UNCED, and later on 
in WTO, and within the Commission itself we have 
had to have a process of getting to know one another 
and working on this work for the WTO. Of course, we 
prepare the positions of the Commission, we prepare 
those positions together and we have arrived at an 
informal dividing up of the work, so on many elements 
the DGI will lead, on some elements DGXI will lead. 
You have seen that we have written a communication 
on trade and environment to/try and set out the main 
concerns, the main problems, the main ways forward, 
to look at the dynamic in general, and the fact the two 


authors of this communication are here, the 
predominant author is Mr Paolicchi from DGI, but Mr 
Garcia-Burgues also made a very large contribution to 
it. And then, when we are preparing the Commission’s 
positions, as you know, we prepare papers for what is 
called the 113 Committee, referring to the Article in 
the Treaty, and those are prepared sometimes by the 
DGI and sometimes by the DGXI, but always working 
together, very closely. And then the same thing applies 
within the Committee, that is a committee clearly 
where the DGI is predominant, because that is 
negotiating all kinds of trade agreements, but when we 
come to trade and environment we are present as well, 
the DGXI will also speak, and Member States are 
present, fortunately, in many cases, with a double 
delegation, not just with their trade representative but 
also with their environment representative. And then 
the same process goes on when we get to Geneva, we 
have Community co-ordination where the two sides 
are present, and depending on the topic under 
discussion it will be the DGXI or the DGI who will 
speak. 


456. I have a slight difficulty with that, because 
where the OECD have a joint committee nevertheless 
you are saying, well, it depends what is the issue in 
discussion. If we take the kind of issues that the WTO 
is going to be looking at in Singapore, they are both, 
and it is striking the balance between the two, is it not? 

(Mrs Brusasco-Mackenzie) Yes. 


457. There is a trade view, if you like, and there 
is an environment view now and what one is trying to 
do is reach an accommodation. How, therefore, do you 
divide it? If, for example, we are going to be talking 
about MEAs and how the WTO might adapt its rules 
to them, who is going to take the lead on that? 

(Mrs_ Brusasco-Mackenzie) We have discussed 
this amongst ourselves, of course, and it will be the 
DGI that will take the lead on that, and Mr Paolicchi 
has done a paper on this, but with, again, a very large 
contribution from Mr Garcia-Burgues, and we have 
this paper here, which we can distribute to you if you 
would like. But we have, obviously, within the 
Council, a whole series of committees, as you know, 
and we have an Environment Working Group, which 
meets every week, and we have the 113 Committee, 
which meets every week as well. But what we are 
trying to do is work upstream of that to get an 
agreement within the Commission, first of all, on our 
position so it is presented as a joint Commission 
position, where the environment concerns have been 
properly integrated into whatever paper is presented 
in this area to the 113 Committee, and to have the 
environment representatives, who will also be present, 
in the 113 Committee and who can _ express 
themselves. It has been that we have discussed 
questions also in the Environment Committee. I have 
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had the impression that the committees of the Council 
would prefer not to have a joint working group, and 
that is why probably we have done it that way. The 
other thing is, of course, that the OECD, of course, is 
not a law-making body in the way that we are. The 
Environment Committee, after all, what is it doing 
most of the time, it is discussing future legislation in 
the field of environment and it is also discussing 
positions for. international conferences. The 113 
Committee is preparing the trade work for in all kinds 
of areas, it may be a trade and co-operation agreement 
that is being negotiated, it may be for a major 
conference, it may be for WTO; so they both have very 
charged agendas, and probably to have joint meetings 
would be less productive than the system that we are 
trying to do mght now, which is to have the 
environment members come into the 113 Committee 
whenever environment and trade are on the agenda. 


458. Do you personally think that is satisfactory? 

(Mrs Brusasco-Mackenzie) | think that this is a 
long-term process and I think that, as I said in the 
beginning, the two communities have to get to know 
one another. I think it is beginning to show signs of 
working very well and I think the proof of this is that 
actually the positions that we are taking in the WTO 
CTE are considered by other members of the WTO to 
be extremely green positions, to be very much out 
ahead of the game, in relation to taking green positions 
there, and I think that this will continue. I think that 
this particular year, when we are in the run-up to the 
Singapore Conference, there is going to have to be 
more done, and I think it is very likely that our own 
EU Environment Ministers will decide they will want 
to have some kind of meeting amongst themselves, to 
make sure that they can make a proper input, and 
UNEP, of course, is going to hold the Ministerial 
Meeting, probably in September, in Geneva, to make 
sure that all Environment Ministers can get together 
and send an appropriate message to the Singapore 
Conference. 


459. Just one final question, which springs out of 
this a little, but it is different. Again, obviously, where 
the environmental NGOs, for example, have expressed 
concern on the points that I have been raising, another 
concern they have expressed has been that there is a 
disjunction between the Member States individually 
and the EU position, in terms of the information flow, 
and that perhaps the individual Member States who 
might like to have more input on the environment 
agenda do not really get that sufficient input because 
of the status of the EU as a single body at the WTO? 

(Mrs Brusasco-Mackenzie) Yes; well, I 
understand, of course, the position of the NGOs and I 
think it is NGOs in general, it is not just the 
environmental NGOs, I think the developmental NGOs 
have also been very rightly concerned about what is 
going on in WTO. They are, of course, used to a 
situation in UNCED which is much, much more open 
and there will be a follow-up with the CSD, where the 
NGOs are present for a very large part of the time, they 
are not, however, present for the part of the negotiation 
which goes on behind closed doors, but they are kept 
much more involved in the process. But this was fairly 
revolutionary, even in UN terms, when we first started 


it, to get the NGOs fully involved into that process. 
Now the WTO is a very different kind of organisation, 
because it is predominantly, after all, a negotiating 
organisation which meets constantly, it is not like a 
big, one-year annual conference where everybody 
comes and expresses their views and there are some 
decisions which actually have moral force. The WTO 
has a rather different situation. We would like to see 
more possibilities for NGOs to be able to express 
themselves, we would like them to be able to get 
documents, we would like them to be able to express 
an opinion on that, we would like to see some 
modalities for them to feed in their expertise more 
closely. 


460. Iam glad to hear all of that and I might easily 
have asked for that, but actually I was more concerned 
about how you link in with the individual member 
governments during the negotiating process and what 
the information flow is there? 

(Mrs Brusasco-Mackenzie) Yes, Mr Taylor, sorry, 
I was just coming to that, because I hoped that that 
one was perhaps more easy to answer. Because, right, 
it is the Commission that speaks, the Commission 
speaks on behalf of the Union in the WTO, that is the 
situation, but everything that we do has to be prepared 
in this 113 Committee, where the Commission and all 
the Member States are present, and where the 
Commission comes with a paper and the Member 
States comment on that paper, and we may go to two 
or three versions of it in order to take into account the 
views of the Member States, and our aim, insofar as 
possible, is always to arrive at a proper consensus on 
this; then we go to Geneva. Before we go into the 
WTO, the CTE, wherever it may be, we have a 
Community co-ordination and all the Member States 
are there present and are able to express themselves. 
So I do not think that it really makes very much 
difference, because there is plenty of opportunity for 
Member States to feed into the process. 


461. Iam worried about how they find out what is 
happening behind the closed doors during it though? 

(Mrs Brusasco-Mackenzie) But they are there, 
they are in there, they are sitting in the same room, we 
are all sitting at the same table. The Commission may 
be speaking but the Member States are all there. 


Helen Jackson 


462. Has the Commission undertaken the sort of 
trade and the environment review that is 
recommended, and indeed its methodologies are spelt 
out in the OECD report? 

(Mrs Brusasco-Mackenzie) First of all, let me 
make some compliments to another international 
organisation. We very much value the work which the 
OECD has done and we think that the report that they 
did to ministers was very good, they have been 
trail-blazers in trying to bring the trade and 
environment communities together, and _ their 
methodology is most useful. Now of course it is 
relatively recently edicted. We set up as a result of the 
Fifth Action Programme, what we called the Green 
Star review situation, so that any proposal which is 
coming forward in the Commission which is likely to 
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have major environmental consequences has a green 
star in front of it and then it has to have an annex 
explaining the environmental consequences, and if 
they are not going to be favourable then, of course, 
there is going to be a problem, there is going to be a 
discussion in the Commission and has to be reviewed. 
And that is one way in which we have been trying to 
do this review, we began that before the OECD 
guidelines came out. We are now reviewing the Fifth 
Action Programme and we think that integration, of 
course, is the key point, and while a certain measure 
of integration has been achieved not nearly enough has 
been achieved. And our hope is that we will then move 
into a situation where we can begin to start using the 
OECD methodology and do these reviews properly 
and, in fact, we have the intention to commission 
studies to this effect. 


463. Do the green stars, does your identification 
of issues cover products, processes and effect on land 
and effect on the sort of biodiversity side of the 
environment, or is it just related to the products, in 
terms of trade? 

(Mrs Brusasco-Mackenzie) No. It should be much 
more general, but, as I say, I do not believe the system 
has begun to work fully yet and I think that we have 
to refine it, I think it is something that we have to 
do-much more on. But every time, for example, we 
renegotiate a trade and co-operation agreement 
nowadays there is an environment chapter in that trade 
and co-operation agreement, and we have been 
systematically, for the last five years, putting in the 
environmental chapter and making sure that there is a 
possibility to co-operate, to stimulate green exports, to 
stimulate green products coming from those countries 
and to help also in relation to biodiversity, via what 
we Call the financial protocol, so, in other words, the 
ODA element. 


464. Are we not really talking about the review 
though, reviews, to monitor whether it is effective or 
not, and I just wonder whether you could sort of put 
your finger on the timetable for when something will 
come out that actually reviews trade and environment 
and says, “That is successful, that has raised standards; 
that has not, we must do more in that area”? 

(Mrs Brusasco-Mackenzie) Yes. 1 think that we 
are still in the middle of a process, and I know that is 
not at all a satisfactory answer to you. We have 
launched a new GSP programme, and in that GSP 
programme we are hoping. 


465. Sorry, what is GSP? 

(Mrs Brusasco-Mackenzie) The General 
Specialised Preferences, so it is the scheme whereby 
you give to developing countries special preferences 
so as to make sure that they get a larger part of the 
market and so that there is less discrimination against 
their products. Now, part of that is we are making a 
special extra tariff concession in relation to countries 
which have environmentally sound policies and 
products and we are trying to begin working on that. 
The first case that we are working on is the tropical 
timber, because with ITTO You already have the 
standard, the Standard 2000, and if a country can show 
that it is applying this Standard 2000 accepted criteria 





then they would get an extra concession within that 
scheme. I think that we still have a long way to go to 
do these reviews properly, is one of the things we are 
working on, but what we are doing, and I think this is 
very important and these should be ready for early next 
year, are two reviews on our general relations with 
developing countries. The Lomé countries, which, of 
course, are done by the DGVIII, they have launched 
already a review to see how the greening of their aid 
programmes has proceeded, and they hope to have a 
result on that by next March, which would be ready 
well ahead of time for the Special Session. Now, of 
course, Lomé is not just development aid, Lomé is also 
about trade and where there are a whole series of 
special concessions, extra concessions, that were, in 
fact, made at the last review of Lomé. And we have, 
of course, relations with some 50 developing Latin 
American and Asian _ nations, where we are 
increasingly making trade and_ co-operation 
agreements, and I have just said they have 
environment provision, and we have a major aid effort 
in relation to those countries also, although it is 
younger than the Lomé one, and they are also 
beginning the same kind of environmental review in 
their geographical area. That might be ready a bit later, 
but we hope that those will all be coming on stream 
sometime next year. 


Chairman 


466. So in the new agreements, in terms of import 
of bananas, are environmental issues really having a 
significant part, or is it still horse-trading on trade 
terms rather than environmental issues for bananas? 

(Mrs Brusasco-Mackenzie) I defer to the trade side 
on this one. 

(Mr Paolicchi) The DGVI, which is _ the 
Directorate General dealing with agricultural matters, 
is Carrying out a preliminary study on the possibility 
of, on a project called Sustainable Banana-Growing, 
which would’ give preferential access. to 
sustainably-grown bananas; this is at a_ very 
preliminary stage and 

(Mrs Brusasco-Mackenzie) And it does not matter 
what shape they are. 

(Mr Paolicchi) Whether they are straight or not, 
and so the Commission is giving some thought to this 
possibility. There has been a preliminary interservice 
consultation, where DGI was present, where DGXI 
was present and DGVI, to see whether this can be done 
in conformity with present existing agreements. 





Sir Irvine Patnick 


467. Mine is just a simple question, Chairman. I 
hear what is being done, but the question I pose is who 
does it? I found, I have been looking for it in my 
wallet, it is “Facts you should know about Sheffield”, 
and the facts I should know is do we subcontract these 
to firms, or organisations such as “Which?”, and there 
are two good universities in Sheffield, do you go to 
universities and say, “This is a research project that we 
want doing”, or do I see people from your organisation 
actually going out and discussing bananas and trees? 
How do you get the information, is my concern? 
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(Mrs Brusasco-Mackenzie) In relation to specific 
products? 


468. Anything that you do; let us do bananas, it is 
going to be the running saga of this, Chairman, we 
were on bananas last week, but let us do bananas. I 
cannot actually see that you go out and say, “Right-ho, 
we’re going to either count bananas, look at bananas’, 
or whatever, it must be, the best word I can come up 
with, subcontracted to somebody; how do you select 
them, who does it, who is on the ground? 


(Mrs Brusasco-Mackenzie) Maybe we can get 
away from bananas, but how we normally we do our 
work, for example, in relation to an Environmental 
Directive, which would be a case in point, yes, of 
course, we subcontract out, we try and find, normally, 
the universities or the research institutes, preferably, 
we also try nowadays to marry two or three 
universities from different Member States, so we get 
the best expertise from all of them. And we say to 
them, “Right, okay, we’re redoing the Environmental 
Impact Assessment Directive, we don’t think that it 
has worked as well as it could up until now, how can 
it be improved, what are the new sectors that it ought 
to apply to, give us the economic data on this and give 
us the physical data on this and provide us a report 
within one year’s time, one and a half years’ time.” 
And very much of that will be done through research 
institutes or will be done by individual consultants, a 
lot of it will go to universities, some of our research, 
of course, comes from our own research centres, also. 
But if you are talking about the international trade well 
then, of course, we will rely very much on studies 
which could be done by OECD, which could be done 
by UNCTAD, which could, indeed, be done by WTO, 
because they have a large source of information, 
particularly UNCTAD, on flows in trade and reasons 
for barriers to trade, and, of course, we also have a 
lot of experience in the field now, with 30 years of 
development policy, where we have tried things for 
cultivations that have not worked, and we use that, of 
course, ourselves also. But that is how we do it. We 
also have something called the Euro-baroméetre, the 
Euro-barometer, and it is a public relations exercise, 
we use the big public relations or the big public polls 
organisations, and they go out and they ask people in 
the street, or they ask selected individuals by 
telephone, “How do you feel about this policy?”. And 
one of the questions we asked them recently is, “If 
you had to pay, for example, 10p more but you were 
guaranteed that this was an ecological detergent, rather 
than the manufacturer saying it is an ecological 
detergent, would you buy it?”, to which 65 per cent of 
the people across the Community came back with the 
reply “Yes”, on that. We do try and use all these kinds 
of techniques, yes. 


Sir Irvine Patnick: 
detector as well then. 

Mr Thomason: Can] just go back to the question 
you answered earlier to Helen Jackson, when you 
praised the work of the OECD. I take it it is therefore 
an extremely influential body upon yourselves. Who 
else is influential? Can I, just for the record, say the 
answer to that, the first question, was yes. 


I suppose you have a lie 


Chairman 


469. Nods are alright on television but they are not 
very helpful for the written record. 

(Mrs_ Brusasco-Mackenzie) 1 am sorry. Yes, 
indeed, the OECD, we consider it as a think tank, it 
has been extremely useful to us in environment policy 
because it has done very, very much of the 
groundwork, particularly the interface between 
economic growth and environment, and we have been 
able to draw on their studies in order to use them 
particularly in drawing up our own proposals. There 
are many other influences, of course, in this area, there 
are the other international organisations, but clearly 
there are other Member States. We now have such a 
gamut of Member States, from the North to the South, 
with very different environmental experiences, with 
very different environmental conditions, and with very 
many good ideas for how one would take environment 
policy in a different or a more amplified direction. 


Mr Thomason 


470. But, in terms of external advice, to which my 
question related, I take it you are saying that OECD is 
far and away more influential than anybody else? 

(Mrs Brusasco-Mackenzie) No, that was not what 
I was saying. 


471. Who else then is influential, who is more 
influential and who is close to being as influential? 

(Mrs_ Brusasco-Mackenzie) Speaking from the 
environment point of view, clearly the environmental 
constituency, the NGOs are very influential in relation 
to our policy, they feed in to us very many good ideas 
on the environment and trade dialogue, for example; 
the NGOs, I believe, have produced some of the best 
papers. We are also, of course, very much influenced 
by the European Parliament, which has a strong 
environmental constituency and which makes its views 
known very forcibly, and this is one of the reasons 
why we have launched this communication, which is 
going to be discussed not only in the Council but also 
in the Parliament. We have a consultative forum for 
the DGXI and this consultative forum brings in all the 
partners, it brings in also industry, which we 
increasingly have closer contacts with, and we are very 
pleased about this. We are looking, since the Fifth 
Programme, at new ways of going forward, not purely 
the legislative one, a series of mix of instruments, for 
example, voluntary agreements, and we listen to what 
they have to say with great care because it may be 
most valuable. Then we have, as we have already said, 
the scientific and the research institutes and the 
universities, who are also very influential. So we have 
this forum that we can listen to regularly, and it meets 
three times a year to feed us in information on a whole 
series of areas. Then the other international 
organisations are, of course, also very influential. 
WTO is something that we have had, or a form of 
GATT, a very long-standing arrangement, we are 
members, of course, of it, and there is a constant 
feedback, I think, between the two secretariats, they 
have done a lot of intellectually distinguished work 
also, and UNEP, we work very closely with UNEP, 
we have always been very supportive of UNEP. I 
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understand that you had Mr Alders here recently, he 
will have said himself that UNEP is not exactly going 
through the rosiest of times, it has great difficulty with 
its budget, with its personnel, etc., but it did set up 
right at the beginning of this process a good, small unit 
in Geneva on trade and the environment, that has had 
a bit of a hiatus, it has produced monographs of very 
high quality. Mr Alders himself has now taken this in 
hand, they are going to produce more, and they, of 
course, are going to organise this conference in 
September, which I think will be a major event. 
UNCTAD we also consider as a valuable forum 
because it is the trade forum in which the G77, the 
developing countries, feel themselves to be most at 
home and where you find the most experienced people 
on the trade side from the G77. Now, if we are going 
to move forward in the trade and environment dialogue 
we have to have the G77 on board, just as we fought 
for two years in relation to UNCED to make sure we 
got them on board for Rio; we are still working 
through this process, they are very afraid of unilateral 
action, and UNCTAD with its group on trade, 
environment and development, because one must 
never forget that this is a continuum, it is not just trade 
and environment, it is also environment and 
development, they can do a lot of good groundwork in 
clearing the lines of communication, bring those 
people on board. So I think that all those are very 
influential for us. 


472. We have had evidence that UNEP ought to 
be wound up, that it should not continue and that 
instead there should be some other international body 
which draws together the expertise and has a wider 
base than any one of the numerous organisations which 
currently exist. Would you support that? 

(Mrs Brusasco-Mackenzie) No. There is an old 
American saying, since I think this comes from an 
American suggestion, “If it aint broke don’t fix it”, and 
the trouble with UNEP 





Chairman 


473. It is, in a sense, broke, is it not? 

(Mrs Brusasco-Mackenzie) Yes, that was what I 
was just about to say, Chairman, that it is not broke 
but it is not being very well, for the time being. There 
is, of course, the CSD, the Commission on Sustainable 
Development, which I should have mentioned, and this 
Commission on Sustainable Development, since it has 
been set up to follow up on the Rio commitments, is a 
very important organisation because it has the 
possibility to look at things in a holistic way, because 
it has the possibility to monitor all the different 
developments that are taking place in different areas. 
But, inevitably, as a result of that being set up, UNEP, 
to a certain degree, has suffered because some of the 
attention which was and investment which was made 
into UNEP is now being made into the CSD. 


Mr Thomason 


474. So you have changed your position now, 
have you? Previously, as I understand it, the 
Commission’s view was that UNEP should be the 


paramount body, and are you now saying that your 
position is that CSD should be the alternative 
counterpoint to WTO? 

(Mrs Brusasco-Mackenzie) 1 am afraid I have not 
been very clear. I think that UNEP, with its 
environmental expertise, is the one organisation within 
the UN system which can be the counterbalance to the 
WTO; the WTO has the trade expertise, UNEP has 
20 years of environmental expertise, very considerable 
experience. The CSD was set up with a different view, 
the CSD was set up to follow up the Rio commitments 
which are on environment and development and which 
can include a trade element, you have already got two 
decisions on trade in the CSD. And that stands apart in 
a different way from the organs in the US programmes 
because it is a functional committee of ECOSOC and 
it has a monitoring function, which UNEP does not 
have, UNEP is reporting in to CSD. But, nevertheless, 
the established environmental expertise is located in 
UNEP. These two have to work together in harmony 
and that is what we are trying to press for now, in 
UNEP, there is a process going on considering how it 
could work much better and most of the large donor 
countries, most of which happen to come from the 
European Union, are pressing very hard to try and 
enable Mrs Dowdeswell in UNEP to get UNEP’s act 
together better, so that it can fulfil its functions and so 
it can also contribute to debate in WTO and properly 
to the CSD, especially with a view to the Special 
Session next year. 


475. So, in a nutshell, what you are saying is that 
you do not wish to rock the international boat, you 
wish to keep all this myriad of organisations 
continuing with their different functions, but you 
would want to see UNEP come through with some 
degree of permanency and perhaps an element of 
co-ordination; is that fair? 

(Mrs Brusasco-Mackenzie) 1 think that there is a 
much larger debate going on about UN reform, on 
which I believe I am not qualified to speak, this is 
something which the G7 is discussing, this is 
something which cannot be dealt with in five minutes. 
There may well be certain UN organisations which 
could be streamlined or which could be absorbed one 
into the other, and we will see the result of that, I 
think, sometime next year. However, what I would like 
to see is UNEP doing its three tasks properly, one of 
which is the scientific one, one of which is 
environmental law-making, and the other one is 
assistance to developing countries; with its current 
state of personnel and budget, I believe it has difficulty 
doing that. I think it has an important contribution to 
make and [| think I would like to see it going on 
making that important contribution. But I do not 
believe that it is paramount, no. 


Mr Olner 


476. You will have heard the evidence given by 
the OECD witnesses on ecolabelling, and perhaps I 
could turn your attention to ecolabelling and ask 
whether you have any evidence that voluntary 
ecolabelling schemes do not result in the establishment 
of trade barriers? 
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(Mr Garcia-Burgues) Basically, we believe that as 
far as ecolabelling schemes are voluntary they do not 
result in establishment of trade barriers, they do not 
result in the establishment of restrictions for unlabelled 
products; in other words, unlabelled products can be 
marketed, can be sold in exactly the same way as 
products with an ecolabel. For this reason, we believe 
that on purely trade grounds ecolabelling schemes are 
preferable to other policy instruments which do result 
in the establishment of trade barriers. We recognise, 
however, that if ecolabelling schemes are successful 
they can have a significant influence on consumers’ 
choice and, as a result, they could have some effect on 
international trade, and that is the reason why we 
believe that it is important to address this matter in the 
WTO and in other international fora. 


477. Is ecolabelling just a gimmick to sell goods, 
or is it a real contribution towards the environment and 
sustainable development? 

(Mr Garcia-Burgues) In Agenda 21, the action 
programme which was adopted at the Rio Conference, 
it was recognised that ecolabelling, and in particular 
ecolabelling based on a life-cycle analysis, was an 


important instrument, could be an_ important 
instrument, to achieve sustainable patterns of 
consumption. 


478. Could I perhaps turn your attention to 
subsidies, particularly with regard to agricultural 
commodities, and ask you, as a Commission, what 
your thoughts are on that, do you think they ought to 
be phased out, do you think perhaps some of the 
subsidies are perhaps encouraging agricultural 
processes that are harmful to the environment? 

(Mrs Brusasco-Mackenzie) Yes, we clearly are not 
happy about the CAP, I do not think Mr Fischler is 
happy about that CAP actually either, he has said that 
he wants to reform it and he has said that he wants to 
make it much more environmentally sound, but it is a 
very big liner and it will take a very long time to stop 
it, let alone turn it around. But it is clear that it is going 
to have to come, and a lot of work has been done 
to look at agricultural subsidies, not just within the 
Community, because all our major competitors have 
them too, some of them even have them much higher 
than ours. So it is, as I think one of the representatives 
from the OECD said, if you are looking at mountain 
agriculture, if you are looking at Switzerland, for 
example, which has a very beautiful countryside but 
where certainly mountain agriculture is not something 
that is economically viable unless you give people 
subsidies to stay up there, you have to look at all those 
things and take those things into consideration. 
Nevertheless, the kind of system that we have had, 
with the price support, it is clear that we are looking 
at a different system for years to come and one has to 
look, of course, at the effects of this on terms of trade, 
particularly for developing countries, and that is one 
of the things that we have been trying to do. And, of 
course, now, including agriculture, as a result of the 
Uruguay Round, we sincerely hope that we will all be 
able to work together in WTO in the same sense to 
make sure that harmful subsidies will be little by little 
eliminated and that, on the contrary, in certain cases, 
where it would be necessary, for a far smaller number, 


that it would be possible to enable people to do 
mountain farming and still have a decent living. 


Chairman 


479. Can I just take you back to the ecolabelling. 
The Canadian paper industry is very concerned that 
the EU ecolabelling on paper products requires some 
recycled content; now they would argue that the 
recycled content discriminates against Canadian paper 
because it is much harder for them to get the recycled 
paper. You also have a considerable number now of 
government purchasing schemes, and I think the EU 
itself which is demanding recycled paper as a product. 
Do you see that as a restraint of trade, or do you see 
it as a perfectly legitimate environmental requirement? 

(Mrs Brusasco-Mackenzie) Before I hand over to 
Julio, I think that our ecolabel that we have tried to set 
up, the EU ecolabel, which I think is a very good idea, 
in principle, after all, several of our Member States do 
have ecolabels, they were beginning to develop 
different criteria amongst themselves; you therefore 
would obviously have had a problem in relation to the 
Single Market, and one also had some question-marks 
in one’s mind, as the OECD representative said earlier, 
about the legitimacy of some of those ecolabels. So we 
were trying to bring together in a fairly flexible way, 
a fairly neutral way, the idea of the ecolabel as a 
voluntary approach and to set up some criteria at the 
European level, but it was an instrument that had a 
very difficult birth and it certainly suffered from it, 
and as a result it has a very complicated and rather 
slow procedure, so it has not exactly been getting off 
the ground very fast. In addition, before it even got off 
the ground, it was leaped upon and shaken firmly by 
not only the Canadians but also the US and the 
Brazilians and the Argentineans, who all said, “We 
have these sustainably harvest virgin forest, it is just 
as sustainable as your recycled paper and therefore you 
should not have this criteria.” Well, of course, 
obviously, one can discuss about that. We do, when 
we atrive at the criteria, there are representatives there 
of the trade organisations and the trade organisations 
are international, so they had every possibility also to 
express themselves and they certainly have done it to 
the Commission very regularly. But it is one of the 
problems of the ecolabel and that is why, I think, 
probably we have to address the problem overall 
within the WTO. And here I would like to pass on to 
Mr Garcia-Burgues, who wrote a paper exactly for 
that. 

(Mr Garcia-Burgues) Concerning ecolabelling 
criteria for paper products, I think we have made an 
effort to accommodate the concerns which have been 
expressed by producers, suppliers from third countries 
and to take into account, insofar as possible, the ideas 
and suggestions which have been put forward by the 
Canadians, the Americans, the Brazilians, which are 
producers with a significant presence on European 
markets. In any case, I think that it is important to bear 
in mind that the criteria which have been adopted for 
some paper products do not necessarily require a 
certain amount of recycled content for the ecolabel to 
be awarded, paper products with just virgin fibre can 
be awarded the ecolabel. In any case, interestingly 
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enough, we are facing the situation where there have 
been complaints from producers in third countries, but 
there have also been complaints from producers within 
Europe, which have not been particularly supportive 
for the criteria which have been developed in Europe, 
in the European Community, for paper products. So I 
would say that the fact that we are receiving 
complaints from both sides shows that maybe we have 
achieved a proper balance. 

(Mrs Brusasco-Mackenzie) And could we just say 
that we are actually reviewing our ecolabel, not 
necessarily because of the flak that it has engendered 
outside but because it has been very slow to get off 
the ground and it has been very complicated; we are 
looking to see if there would not be a way to do things 
better and more flexibly, because we think it can be a 
useful tool. 


480. Do you know when that review will be 
complete? 

(Mrs Brusasco-Mackenzie) It is ongoing right 
now. We would hope that it would be complete by 
the autumn. 


Chairman: Thank you. 
Mr Gerrard 
481. You suggested in your evidence, both the 


written evidence you sent us and this morning, that 
sustainable development in developing countries ought 
to be assisted by access to European markets for 
goods. Are there any firm proposals to help that to 
happen, as opposed to just saying, “Well, yes, it would 
be a good idea if this happened”? 

(Mrs Brusasco-Mackenzie) 1 think there is quite a 
series of them. There is the GSP that I mentioned 
earlier, which is the tariff system, which allows their 
goods to come in with much reduced tariffs, and there 
is, for the first time, the specific chapter, which means 
that you have an extra tariff reduction if you are 
producing in an environmentally sound manner, so that 
is an inducement to do that. Now we have done that 
for the industrial products, we are now doing a similar 
exercise for the agricultural products, and, there again, 
we want to have the same kind of clause laid down, so 
there would be an extra inducement. But I think that 
most of the specific work that we have done has been 
done via the two sets of agreements that I referred to 
earlier, the Lomé agreements, which have provided for 
a new set of trade concessions for the ACP countries, 
because many of them, of course, are the least 
developed of the developing countries, and also, of 
course, via the aid programmes, whereby we try to 
stimulate sustainable development. What we have 
done in our aid programmes, over the last two years, 
is to very much step up the amount of ODA which is 
going to specifically environmental projects, many of 
which will, in fact, be projects resulting in products 
that are produced, so agricultural products, wood 
products, which would have been produced in a 
sustainable way and which can then be exported to 
Europe. We have now, our investment in 
environmental projects in the aid programmes is now 
running at somewhat over one billion Ecu per year for 
the different countries and for the different categories 
of projects. 


482. On the discussions regarding agriculture, 
when do you expect those to be completed, and | 
would be interested if you could say a little bit about 
the criteria you might use there for different countries, 
you mentioned Lomé but obviously there are other 
countries; South Africa would be a good example of a 
country where they feel aggrieved at the moment that 
they are not benefiting from the same tariff regime as 
countries that are part of Lomé? 

(Mrs Brusasco-Mackenzie) 1 will defer to the trade 
side in a second, but, of course, South Africa is quite a 
difficult case in point, because, of course, while South 
Africa one would wish to assist in every way, and in 
fact the Community was assisting South Africa even 
before the change of regime, we were doing a whole 
series of humanitarian projects inside South Africa and 
that has continued, and there is a Lomé component for 
South Africa, but, of course, since South Africa also 
has aspects of an industrialised country that means that 
the trade agreement has to be, is somewhat, well, 
considerably more hard-fought than it would be if you 
were negotiating with Togo or Guinea. So, perhaps, 
Alessandro, you would like to say a little more about 
the South African negotiations. 

(Mr Paolicchi) Yes, thank you. First of all, I just 
wanted to supplement what Mrs Brusasco-Mackenzie 
said on how to facilitate traditional exports from 
LDCs. There exists, as far as commodities are 
concerned, a system called STABEX, which is meant 
to help LDCs face market fluctuations as far as 
commodities are concerned. So, in a nutshell, this 
provides for a guaranteed price for a certain number 
of commodities. As far as specifically on South Africa, 
there has been a discussion in the European 
Commission and in the Council to establish a free 
trade area with South Africa; the result of the 
discussion is for the time being at a standstill. This 
issue of free trade areas is becoming increasingly 
important in the international trade setting, and not all 
the consequences of the establishment of free trade 
areas are known, in terms of impacts on trade flows. 
So, for instance, there are also ideas for free trade areas 
with Latin American countries, with Mexico, and the 
Commission has decided, for the time being, to stand 
back for a while and think better on the possible 
options. 

(Mrs Brusasco-Mackenzie) Although we do have 
problems, the particular case of South Africa could be 
resolved relatively soon, I know the Italian Presidency 
is pressing to have that one taken as a special case and 
I think many of us would feel that would be justified. 


483. In the sort of changes that you have just been 
discussing, do you see any potential conflict with 
WTO rules, or not? 

(Mrs Brusasco-Mackenzie) No. 


Sir Irvine Patnick 


484. Mine is a question on the EU as a role model. 
Do you consider that the EU can serve as a role model 
for the newer regional trade agreements, and I refer to 
such things as NAFTA and one that I always have 
trouble with pronouncing, Mercosur, it is South 
American, is it not, I had it in Paraguay? Tell me, 


THE ENVIRONMENT COMMITTEE 


151] 


eters 


13 March 1996] 


Mrs M Brusasco-MACKENZIE, Mr J GarciA-BURGUES 
and Mr A PAoLIccuHi 


[Continued 





{Sir Irvine Patnick Cont] 
what do you think is the key to successfully integrating 
environmental concern in, say, trade policy? 

(Mrs Brusasco-Mackenzie) Obviously, we have a 
great advantage in comparison with other free trade 
organisations, in that we have been going for 30 years, 
and we have a very 





485. Yes, but there are some people who do that, but 
do you learn a lot on the way? 

(Mrs Brusasco-Mackenzie) 1 think we have learnt 
an enormous amount on the way, and we have an 
integrated institutional framework now, we have a full 
Single Market, we are not a free trade area any longer, 
we are truly a Single Market with a whole series of other 
integrated policies, one of which, of course, is 
environment. And we are also a law-making creature 
and we therefore can bind ourselves ever more closely 
together because of the legislative aspect, and if one 
Member State or another is not abiding by the policy 
there is a Court of Justice to which one can go, another 
Member State can go, or the Commission can go, and 
there is a mechanism for reinforcing this institutional 
framework. So I think we would be very happy to be a 
role model but I think that it is quite a long way and I 
think it is a process which is not without its difficulties, 
given some meetings that are going on further down the 
corridor. 


486. CanI just pop in there. You accept that you are 
a role model, so how do you successfully integrate then 
the environmental concern with trade policy, how do 
you square the circle, I think is the expression, is it not? 

(Mrs Brusasco-Mackenzie) 1 think that you have to 
have, first of all, powerful environmental forces, in 
whichever country or organisation it is that you are 
talking about, and it is quite clear that there are very 
powerful environmental policies in most of our Member 
States. And here, certainly, if you look at the situation of 
environmental policy in the UK and how that has been 
pushed through the agenda in these last years, you have 
to have a strong environmental constituency in the 
Parliament and also outside the Parliament which will 
bring force to bear upon your trade negotiators, and we 
have that situation within the Commission and we have 
that situation within the Union and that is why I think it 
has worked. Now, if you are saying to me do I think that 
in the case of Mercosur e.g. the Paraguay Environment 
Minister can get his way always with the Trade Minister, 
well, I really would not know and would not like to 
comment. 


Mr Taylor 


487. Just very quickly, just a little point on that. Is 
not the key institution at European level the European 
Court of Justice, precisely because, ultimately, that is a 
court of appeal from the trade or the environment side? 

(Mrs Brusasco-Mackenzie) Yes, of course, it is a 
unifying factor, and it has a holistic view. 


488. Which is what we do not have though for the 
WTO? 
(Mrs Brusasco-Mackenzie) Yes. 


489. What I want to turn to, you mentioned right at 
the start that you had a paper on MEAs, that has been 
expected, I gather therefore that it is now 





(Mrs Brusasco-Mackenzie) Yes, it is here. 


490. Right; well, I am sure the Committee would 
like to see that and I certainly would like to have a copy. 
(Mrs Brusasco-Mackenzie) It is anon-paper, yes. 


491. Quite; that is what I wanted to ask about. | 
understand, certainly press reports indicated, that it was 
being tabled in January at the CTE; that did not happen, 
why did that not happen? 

(Mrs Brusasco-Mackenzie) It was tabled last week. 

(Mr Paolicchi) The paper, or the non-paper, on 
MEAs has been tabled in Geneva in the CTE three 
weeks ago, which means nearly two weeks before the 
last meeting of the CTE, at the end of February. So the 
paper has been tabled. 


492. It has been tabled, right; is that a negotiating 
document then? 
(Mr Paolicchi) Yes. 


Chairman 


493. Can you just explain to me, why is it a 
non-document? 

(Mrs Brusasco-Mackenzie) Non-documents are a 
way to float ideas and you bounce that—this is our idea 
within the European Community, as I say, it has been 
written predominantly by Mr Paolicchi with help from 
colleagues like Mr Garcia-Burgues. It has gone to the 
Committee of the 113, the Member States have said they 
liked it, they have added lots of refinements, we have 
been back and forth on this a couple of times, and now it 
has been presented in Geneva. But it is presented as a 
non-paper because it is not the European Union saying, 
“This is our negotiating paper, guys, this is where we are 
going to start from and some of this is our bottom-line”, 
this is where we are saying, “Take a look at this, these 
are our ideas, see what you think about them, react to 
them” and then later on you get into the negotiating 
process. That is why it is a non-paper. 


Mr Taylor 


494. Right. Can I take you back to January, because 
it was expected then and you said there have been some 
changes and it has been going back and forth. Do I take 
it that it has changed since the paper that was going to be 
tabled at that stage? 

(Mr Paolicchi) We gave the first try to this paper in 
October, where we launched these inaugurative ideas on 
the relationship between WTO and _ multilateral 
environmental agreements, and then ever since we have 
refined our thinking and our ideas, both in consultation 
with other services and also in consultation with 
Member States. 


495. Can you tell us how it has developed then, 
because I am quite interested to get a feel for how that 
process of development has happened between the 
environment and the trade side, which you talked about 
right at the start, and what the impact has been? Where 
have we got to, what position are you suggesting now on 
MEAs and how has that changed since October? 

(Mr Paolicchi) The basic position has not changed 
since October, but since we have tabled, as I said before, 
a negotiating paper which takes a very legal approach to 
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the matter and we have also tabled an understanding for 
WTO members on how to interpret this relationship 
between WTO rules and MEAs, well, we have not 
changed our basic approach. And then, if you will allow 
me to, I will also try to explain what our basic approach 
is, but we have definitely fine-tuned certain legal details 
and wording, and I must say that Member States were 
very picky on certain wording—— 


Mr Olner 


496. Can] ask whether the Member States actually 
saw this non-paper, and how far down the road of 
drawing up this non-paper did the Member States get 
involved in it? 

(Mr Paolicchi) Sorry, your question is when 
Member States saw for the first time this paper? 


497. Yes. 
(Mr Paolicchi) In October 1995. 
Mr Taylor 
498. I think it is important that we understand both 


the process between the countries and also the process 
between the trade and the environment arguments. You 
said that the Member States were very picky; can you 
give an example of the kind of concerns that they had 
and perhaps a change that was made as a result? 

(Mr Paolicchi) Yes. For instance, in this paper on 
MEAs we try to define certain criteria that an MEA 
should comply with to benefit from a special treatment 
in WTO, and the definition of this criteria is extremely 
difficult and sensitive, so this criteria required a very 
lengthy discussion at an interservice level and also with 
Member States. Another issue which was particularly 
sensitive was the issue of specificity of trade measures 
provided for by an MEA, which means how far is a trade 
measure specifically provided for or merely mandated 
by an MEA, or to what extent this trade measure is left 
to the discretion of a signatory or a party to the MEA. 
That makes a difference, because one could argue that a 
measure which is left to the discretion of a signatory to 
an MEA can also take a less multilateral status than a 
measure which is mandated by the MEA. So, for 
instance, there was a long debate on what kind of 
approach we should have taken on this issue of 
specificity. 


499. Would it be fair to say that it has moved to a 
position which might be characterised as more trade and 
less environment? 

(Mr Garcia-Burgues) Actually, there is another 
aspect which was considered in detail with Member 
States. Initially, in October, we had three options, an 
Amendment to GATT Article 20b, a new paragraph, K, 
in GATT Article 20 and a self-standing, understanding 
without no amendment to GATT Article 20. This third 
option has been eliminated from the non-paper, so we 
have just presented to the WTO two options, an 
Amendment to GATT Article 20b and the addition of a 
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new paragraph in GATT Article 20, and this is 
something which was discussed in detail and it was 
difficult to come to this kind of solution. 

500. That is green, or more green? 

(Mr Garcia-Burgues) ‘That is, I think, more green. 


501. 
(Mr Garcia-Burgues) 


That is; what about generally? 
I would say so. 


502. What about otherwise; more green or less 
green, generally? 

(Mrs Brusasco-Mackenzie) We sent it to the WTO 
having gone through this process of co-ordination, on 
two occasions we have presented our non-papers, the 
one on ecolabel and the one on MEA, and they are so 
much greener than anybody else’s positions in that 
Committee that it falls into a well of silence, they 
literally do not seem to know how to react and we have 
to wait and come back a second time and then they have 
digested the ideas. The other partners now are beginning 
to come forward with some other ideas. So I think we 
are presenting for the time being a very green position. 


503. New Zealand have tabled a paper, you have 
tabled a non-paper; does that mean that the New Zealand 
paper is likely to be the basis of the negotiations? 

(Mrs Brusasco-Mackenzie) No, 1do not think so. 

(Mr Paolicchi) 1 would not say so. 


504. You think the EU paper will be significant in 
the process of reaching conclusions? 
(Mrs Brusasco-Mackenzie) They will. 


505. In that case, can you just tell us what outcome 
you are looking for from Singapore then? 

(Mrs Brusasco-Mackenzie) 1 will defer to the trade 
side very rapidly, but I think that we would like to see 
the Singapore Conference adopt some concrete 
conclusions on some of the areas which we think are the 
most advanced, like the MEAs, hopefully, like the 
ecolabel, but we are not sure whether we will be able to 
make enough progress in time, we will see that in the 
wrap-up session that they are going to do in the middle 
of the year. I think one of the most important things is to 
hold on to what we have, that is that the CTE Committee 
is a good committee, it has begun its work, it has made a 
good start on its work, although a slow start it should go 
on, and I think that this is one of the things. And I would 
also like to see Environment Ministers, as we said, they 
may possibly have two opportunities, those who are in 
the Union, sending strong messages to that particular 
conference. 


506. And with your MEA document you are 
looking for a specific change to the WTO? 
(Mr Garcia-Burgues) Yes. 


Chairman 


507. On that note, can I thank you very much for 
your evidence, it was very helpful. Thank you very 
much indeed. 

(Mrs Brusasco-Mackenzie) Thank you for inviting 
us. 
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Memorandum by Imperial Chemical Industries PLC (WTE 38) 
WORLD TRADE AND THE ENVIRONMENT 
KEY POINTS 


ICI endorses the concept of sustainable development brought about by reconciling economic growth with 
environmental protection. 


ICI opposes the use of trade measures as a general means of promoting environmental protection but 
recognises the need for a limited number of Multilateral Environmental Agreements to address 
exceptional environmental issues which have a significant implication for the global environment. 


ICI believes the World Trade Organisation should continue to focus on developing freer and fairer 
international trade and should not be diverted into an extensive environmental role. 


ICI believes a more focused and consistent approach to environmental issues would benefit both 
environment and trade. 


ICI is one of the most international chemical companies with production in over 30 countries and sales in 
over 100. Environmental issues, together with safety and health, take the highest priority in the management of 
our international business. We apply our standards globally. The relationship between trade and environmental 
issues is of great importance to ICI. 


As living standards have improved and environmental awareness has increased, there has been a significant 
move towards greater environmental protection—a world-wide trend. This, together with technological 
development, has stimulated moves towards cleaner processes, more effective management of raw materials, 
energy and waste, as well as the manufacture of more environmentally friendly products. These changes, sought 
by society, must be financed in what is an ever increasingly competitive marketplace. Only a profitable and 
competitive company aware of the contemporary concerns of society can afford to develop and improve its 
environmental performance towards a more sustainable future. 


1. THE RELATIONSHIP BETWEEN INTERNATIONAL TRADE AND THE ENVIRONMENT 


In ICI’s firm view, economic growth is essential to improve the global standard of living and to provide the 
conditions and finance to enhance environmental protection. Economic growth has been facilitated for almost 
50 years by the fivefold growth in freer and fairer international trade underpinned by the GATT rules, and more 
recently by the World Trade Organisation (WTO). Economic growth, the opening of national markets and 
environmental protection are, therefore, largely complementary and compatible objectives. 


2. THE USE OF TRADE MEASURES TO ACHIEVE ENVIRONMENTAL IMPROVEMENT 


ICI opposes the general use of trade restrictive measures designed ostensibly to protect the environment. Free 
trade is an efficient way of utilising resources and maximising wealth creation, which are essential factors for 
sustainable development. Trade restrictions, however, inhibit wealth creation and the efficient use of resources, 
if they were to become an established way of promoting environmental protection their effectiveness would 
gradually diminish as international trade itself diminished. If trade were to be linked to environmental issues, 
why should it not be linked to other areas where it could also be used as an instrument for change? The use of 
trade measures might easily proliferate not only for environmental improvement, but to create protectionist 
barriers for commercial reasons. If such a scenario were to develop, international trade and global growth would 
be severely inhibited, and there would be little or no driving force towards environmental improvement. 


Having achieved so much through the GATT it would be ironic, now that we have the WTO, if environmental 
measures caused a return to protectionism and a less inter-dependent world. 
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2.1 International Organisation 


Whilst in some instances the use of trade measures has successfully achieved environmental objectives, these 
successes have primarily been achieved because they were focused actions, e.g., tuna/dolphin. Trade restrictions 
to achieve environmental objectives are adopted primarily because the present international bodies addressing 
environmental issues are not able to implement environmental agreements effectively. Environmental issues are 
addressed by a farrago of international organisations. If there was a more focused and consistent approach, 
through fewer or even a single organisation with influence, there would be less reason to link trade restrictions 
to environmental improvement. Such an organisation could negotiate more effectively with national 
governments, as in the case of the WTO, trading a concession in one area with a benefit in another. As 
environmental issues are so sensitive both politically and emotionally it would be crucial for such a organisation 
to be equitable in its representation of the interested parties, governments, industry and non-governmental 
organisations. Its decisions should be based on sound science, and on a pragmatic approach to reconcile 
economic growth with environmental protection. 


2.2 Multilateral Environmental Agreements (MEAs) 


There is little doubt that some environmental issues are best addressed through the use of trade measures. ICI 
supports the use of a limited number of trade measures to address those environmental issues which have a 
global impact and where multilateral action is essential. The Montreal Protocol (elimination of CFC production), 
Basle Convention (movement of hazardous waste) and CITES (Convention on International Trade in Endangered 
Species) are examples of MEAs, There are more in the process of formulation’ * and some of those already in 
place are expanding’. The proliferation of MEAs, particularly unfocused MEAs, would be unmanageable and, 
once again, would reduce the effectiveness of trade measures and have an adverse impact on the world economy. 
There is already evidence that some of these measures are already becoming less effective*. It is a fact that a 
black market in ozone depleting CFCs has developed which is undermining the Montreal Protocol. The 
developed world has acted to reduce and eliminate the production of CFCs, whilst the developing countries have 
successfully argued, that as they have not used large quantities of CFCs, they should not be required to comply 
immediately. Much the same applies to former COMECON countries, despite their treaty obligations. The black 
market is supplying CFCs to developed countries and delaying the necessary move away from the use of CFCs. 
This is leading to a rather cynical view in both developed and developing countries about their own obligations 
to phase out the production of CFCs. 


If trade measures are in place then they have to be understood and effectively enforced. National Customs 
Authorities and other government departments have to implement the controls, and business must comply with 
controls. Too many and too complicated agreements will ultimately render MEAs ineffective. 


If MEAs were implemented in agreement with the WTO then all the member countries of the WTO should 
be committed to compliance. 


The Basle Convention is now being extended to cover a variety of wastes which was not anticipated. The 
extension of the Convention to include, for example, metal waste has led to what is seen as unwarranted trade 
sanctions aimed at developing countries, being imposed by developed countries, and indeed limiting valuable 
recycling opportunities. 


At present, each MEA tends to have a different heritage and they do not necessarily conform to GATT rules. 
They are, therefore, not necessarily consistent in their application of trade measures. MEAs should be negotiated 
under United Nations Environmental Programme (UNEP) guidance, taking into account WTO views, to achieve 
a consistent and practical approach. The MEA should be implemented in full agreement and co-operation with 
the WTO. It is important that environmental issues should be addressed through fewer international 
organisations, and that close liaison is maintained between trade specialists and environment specialists. In the 
past, the disciplines of trade, and environment, have existed in isolation. This has not only been the case in 
international organisations, but also within companies. To achieve the correct balance between environmental 
protection and free trade, environmentalists and trade specialist must address the issues together. 


2.3 The Role of the World Trade Organisation 


_ There is some speculation that the WTO might take a broader role covering not only trade but environmental 
issues. If this does happen there is a significant risk that the WTO will lose focus and be consumed by trade 
related environment issues. This would be damaging to the future of international trade liberalisation. 





' UN Framework Convention onClimate Change. 


: PIC Convention (Covering Banned and Severely Restricted Goods). 
' The Basle Convention. 


* E.g., The Montreal Protocol. 
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The current WTO Committee on Trade and Environment is undertaking a valuable role in assessing the 
relationship between trade and environment. Their recommendations to the Singapore Ministerial Meeting in 
December 1996 are awaited with interest. 


2.4 Process and Production Methods 


Dictation of process and production methods (PPMs) by individual governments is not desirable. The banning 
of selected processes would not only inhibit competition between processes used for the production of the same 
product, but would potentially stifle the development of new and sustainable technologies. Provided a process 
is able to operate within permitted limits covering environmental emissions, then it should be the costs associated 
with meeting those limits that dictate its long-term viability. The higher the environmental impact, the higher 
the cost to comply with the environmental protection requirements. 


The local imposition of PPMs on domestic manufacturing industry is obviously a national prerogative, but 
they should not be used to restrict imported products whatever the process used for their production. This kind 
of action would be in conflict with GATT. 


If PPMs are included as appropriate measures within an MEA, however, as their imposition would be 
multilateral and not unilateral, this would be much more acceptable. 


3. ENVIRONMENTAL MEASURES THAT AFFECT TRADE 
3.1 Standards and Regulations for Environmental Protection 


Standards and regulations for environmental protection should be based on sound science and proper 
understanding of environmental conditions. Some environments are less able to assimilate emissions than others, 
so global standards are not appropriate. Only where there is a global effect or where there is a cumulative effect 
are common standards likely to be necessary. Generally agreed guidelines for setting those standards would be 
useful to harmonise national approaches. 


3.2 Environmental Dumping 


Linking trade to the environment is “manna from heaven” for those wishing to take a protectionist stance 
against trade. There is considerable concern that those countries which do not impose environmental standards 
equivalent to those in the primary developed countries, have lower relative costs and thereby an unjustified 
competitive advantage. The answer to this is not to take unilateral action against imports from those countries 
but to strive to get them to improve their environmental standards. This can be done by: 


(a) building manufacturing plants in developing countries so that the plants conform with the highest 
level of environmental performance for similar plants in developed countries; 


(b) enabling the standard of living to improve in developing countries; as a result the level of 
environmental protection should also improve; 


(c) assisting in improved environmental management through training and technology transfer; 


(d) adopting purchasing standards that link purchases to progressive improvement in environmental 
performance or to conform to the ISO 9000 and ISO 14001 series of environmental management 
standards. 


3.3. Product Controls 


Product controls focus on the chemical composition and physical characteristics of products in relation to 
their intended use where there is a potential impact on health, safety and environment. They also extend to 
regulations or voluntary agreements covering the registration, labelling, packaging, storage, movement, recycling 
and recycled contents of products. GATT allows countries to impose product controls they deem appropriate to 
protect human health and/or their environment, provided these are in compliance with the GATT principles 
of non-discrimination and national treatment. Whilst product controls are frequently used as instruments for 
environmental protection, they can be used primarily as protection for domestic industry. 


The application of different product registration requirements for different countries does create barriers, and 
causes significant extra costs for imports thereby distorting trade. Harmonisation of registration schemes for 
chemicals would be a benefit to both companies and Health, Safety and the Environment. 


ICI supports the international harmonisation of the criteria for the hazard classification of chemicals. Such 
criteria should classify chemicals according to their hazard in a realistic way. 
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Eco-labelling schemes are of particular concern as they can be misleading and confusing. Different national 
schemes are rarely based on the same criteria and tend to be designed around domestically produced goods. If 
not based on sound science and full-life cycle assessment they may also lead to resource misallocation and 
inappropriate environmental policies. 


Mutual recognition agreements (MRAs) covering product requirements do exist; the OECD has had mutual 
acceptance of data (MAD) for many years. However, its implementation is variable. Many common standards 
have been agreed over recent years; it is important that they are extended and applied internationally as this will 
reduce costs and bureaucracy. 


The WTO, the International Standards Organisation (ISO) and other international organisations should 
monitor schemes currently in place and ensure that they are not there for purposes of commercial 
protectionism. 


3.3. Fiscal and Economic Instruments 


Some countries apply taxes on emissions or products with the aim of reflecting the full environmental cost 
on manufacturing industry. Border rebates are allowed for taxed on products or raw materials but not for taxes 
on processes, such as emission taxes. Those taxes, applied nationally and not subject to border tax rebates, 
therefore, cause higher product costs and make the domestic industry less competitive in export markets. If these 
taxes are aimed at environmental problems that are cross border or global, then to avoid distortion of competition 
there should be an agreed multilateral approach, rather than a unilateral national approach, that does little to 
resolve the overall problem. 


The granting either of general subsidies or of subsidies specifically aimed at environmental improvement does 
not necessarily help in the long term. When given to support exports, subsidies fundamentally distort trade and 
do not encourage the production of goods in countries able to produce those goods most cost effectively. 
Subsidies given for industrial production (research not included), whilst alleviating short term financial problems, 
shelter businesses from commercial reality and enable the continued survival of processes that would not survive 
in a normal competitive market situation. Subsidies do not assist in establishing a competitive and fully 
sustainable approach to production and trade. 


3.4 Developing Country Concerns 


Developing countries have real concerns that trade measures linked to environmental issues will be used as 
barriers to their trade with developed countries. Their concern should be taken seriously, especially since tariff 
barriers have now been substantially reduced. Developing countries’ economies should be stimulated through 
international trade, as a result their environmental standards will also improve. 


Whilst developing countries are concerned about barriers against their goods, the converse is also true: there 
is also evidence that developing countries themselves are using environmental measures as barriers against 
imports from the developed world. 


20 February 1996 


Examination of witnesses 


Dr J Wuiston, Group Safety, Security, Health and Environmental Affairs Manager, Dk M Wricut, Group 
Environmental Adviser, Mr D E WaAKEFORD, MBE, International Trade Manager, Group Public Affairs 
Department, Imperial Chemical Industries Plc, were examined. 


my right Dr David Wakeford, who is our Trade 
Affairs Manager. 
Chairman: Thank you very much. 


Chairman 


508. Gentlemen, can I welcome you to the 
Committee and could I ask you to identify yourselves, 
for the purposes of the record? 


(Dr Whiston) 1 am Dr Jim Whiston. I am the ICI 


Mr Olner 


509. Good morning. I wonder if you could start by 
giving us a brief description of ICI’s involvement in 


Group Safety, Security, Health and Environmental 
Affairs Manager. On my left is Dr Michael Wright, 
who is the ICI Group Environmental Adviser; and on 


the world trading system? 
(Dr Whiston) 1 think, to put it in context, we are a 
very different company from the one that existed 
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before 1993, which was when we demerged. Prior to 
that, when we were, as we call it, ‘old’ ICI, our 
product base was far more extensive and it included 
pharmaceuticals, agrochemicals and __ specialty 
chemicals, and our annual sales turnover reached £12.5 
billion. “New” ICI, as we define it now, 
post-demerger, consists of a number of core businesses 
that are global, they are fully competitive and they 
rank either one, two or, occasionally, number three in 
the world, and they range from very much 
consumer-focused paints right through to industrial 
chemicals. And this more focused approach on 
efficient production and marketing of chemicals, I 
think, was essential to secure ICI in a far more 
competitive global market-place, the chemicals 
market-place is very competitive and is very global. 
And we believe we are one of the most international 
of chemical companies. We have got about 60,000 
employees worldwide, with more than 8,000 products. 
We have manufacturing sites, over 200 of them, large 
and small, in more than 30 countries. Our sales 
turnover in 1995 was £10.3 billion, and of this the 
spread was 21 per cent in the UK, 21 per cent in the 
rest of continental Europe, 27 per cent in the Americas 
and about 25 per cent in the Asia Pacific region, 
including Australia; so that is a spread of us. So it is a 
different sort of business, run on international lines, 
with two of our six international businesses being 
based at Everberg in Belgium, headquarters there, and 
the other four here in the United Kingdom. 


510. Obviously, ICI, as you have just explained, is 
a very major player; can I ask what ICI’s greatest 
concerns are with trade and environment issues, 
because the two of them are not compatible at times? 

(Dr Whiston) Let me put that in context. I think, 
first and foremost, we are keenly interested in 
environmental issues, as, really, I think, all companies, 
all companies that want to have a successful future and 
be players in the long-term game, that is players in the 
21st century, we have to be. Within our own company, 
environmental issues have high priority. 


511. Can you explain the difference between just 
being interested and what you are actually doing in the 
chemical industry? 

(Dr Whiston) Let me tell you. In the chemical 
industry, in ICI, from our point of view, the first thing 
is the environmental matters are a prime concern night 
through, up and including the Chairman of our Board, 
Sir Ronald Hampel. Environmental affairs are 
discussed at all the meetings of our Chief Executives 
Committee and we present our performance and we 
discuss it at that level. Through the CIA (the Chemical 
Industries Association is separate) we are members of 
the ICCA and we are active members of the World 
Business Council for Sustainable Development. So 
that is our interest, and obviously we have a great 
interest in liberalised trade and we are active 
supporters of the World Trade Organisation. I think 
what we have for you, just to demonstrate, over the 
last five years we have produced annually our 
Environmental Report, I will just hold it up and then 
you can see it, that is the fifth in the series, and the 
important thing about it is it is global, our approach to 
environment is global, it is not just in our country of 


origin, here in the United Kingdom, it is right across 
all the countries where we operate and where we sell. 
Our report goes out, we produce 300,000 copies, it 
goes out to all our shareholders, to all our employees 
worldwide and to anybody else who is interested. So 
we see environment and trade together, and 
environmental matters certainly get a very high place 
of prominence within our organisation. 


512. But the companies in the chemical industry 
seems to have a sort of, perhaps a “sweetheart” deal 
with each other and they have got various sort of 
voluntary environmental standards for the industry. 
How really effective are they? 

(Dr Whiston) By this, you are 
programmes like Responsible Care? 


D313. ES? 

(Dr Whiston) I think, from my point of view, 
voluntary programmes are only one aspect, I look at 
them in a continuum, going from what I call a 
voluntary initiative, which is an initiative which we, 
the chemical industry, just take on our own, that is 
Responsible Care, through to voluntary agreements, 
where the chemical industry agrees with the local 
government, in whatever part of the world it be, some 
standards by which it will achieve, right through to 
covenants in The Netherlands, right through to 
legislation, and we need the whole spectrum of them, 
from voluntary initiatives right through to legislation. 
Now, turning to Responsible Care, I think they 
establish appropriate and practical industry standards, 
they are not sweetheart deals, they apply practical and 
appropriate industry standards, they establish the 
process of mutual self-help, and they let us develop 
standards, and they apply equally to the small member 
chemical companies of an industry federation as they 
do to the large industry members. What they also do, 
I think, is that they allow standards to be improved 
over a period, and that is particularly so when you are 
in the developing countries where you have a 
combination of the multinationals and you have the 
local companies, and if you can work together, through 
programmes like Responsible Care, you can improve 
the standards, i.e. improve the environmental 
performance in the country. So I do not see them as 
sweetheart deals. 


looking at 


514. But at what stage do these voluntary 
schemes, and what have you, and I do not disregard 
the worth of them, start to diminish in value and 
governments should be bringing in binding regulations 
for the industry? 

(Dr Whiston) 1 would respond to that by saying 
that if you have a programme like Responsible Care, 
and in some countries, people are now saying, and this 
is in developing countries now, I quote Malaysia as 
one example, the regulator is saying, “Look, if you’ ve 
got Responsible Care [i.e. an industry initiative] then 
if we are looking, if we are satisfied with the standards 
that that is delivering then we are prepared not to have 
legislation to cover that aspect.” Now that is a 
development. The Canadians are going down the same 
lines, and they were first into this programme of 
voluntary initiatives. But I see the way that you can 
establish the grounds for sound, practical, robust 
legislation—sound, practical, robust legislation. 
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515. But what about trade versus the environment; 
we have heard witnesses before, on this inquiry, 
talking about the WTO, and you mentioned it, Dr 
Whiston, earlier, that there is some feeling that the 
WTO is a big countries’ club and that is all? Have you 
any comment on that? 

(Dr Whiston) My view is that I see WTO as an 
important organisation, I see it as an organisation that 
we would like to build strength on; I certainly do not 
see it as a big countries’ club. Do you want to 
comment, Dave? 

(Mr Wakeford) The WTO has over 100 members, 
all of whom have equal standing and have voices 
within that organisation, and I do not perceive it being 
a big countries’ club. The developing countries have a 
voice and use it very effectively in that forum. But 
I do think we need to consider seriously developing 
countries when we consider international trade rules, 
they are different to developed countries, so we need 
to take those aspects into account. 


Sir Irvine Patnick 


516. I wonder if you can help me, Dr Whiston. 
You went very, very quickly over something called 
“liberalised trade”; what do you define as liberalised 
trade? 

(Dr Whiston) 
trade as 


I think I would define liberalised 





Chairman 


517. What is good for ICI? 
(Dr Whiston) No; well, certainly, what is good for 
ICI, but much beyond what is good for ICI. 


Sir Irvine Patnick 


518. So you have no conscience at all then? 
(Dr Whiston) 1 do have a conscience. 


519. Well, that is what you said, in response to the 
Chairman, it is “Off we go, lads’’? 
(Dr Whiston) No. 


520. ”We’ll get money in.” What is liberalised 
trade then? 

(Dr Whiston) 1 think, when I say “liberalised 
trade” I mean trade that do not have perceived barriers 
and where countries do not use environment as a 
barrier to prevent trade, because if there is more trade 
between countries then there are more resources 
available to both countries to develop environmental 
improvement. So I believe that liberalised trade will 
actually help developed and developing countries to 
improve environmental standards, and I think, on the 
other hand, restrictions do not help that. 


Chairman 


521. Do you ever feel that ICI is undercut by 
companies producing products that you are competing 
with in third world countrigs because they can do it 
without meeting any environmental standards? 

(Dr Whiston) Let me tell you what our standards 
are and then let us look at everything. And I go back 


to the words, and this is why the word “conscience” 
comes in important to me, we have, across the world, 
safety, health and environment standards which we 
apply globally, we apply them globally, we do- not 
have one standard in the developed world and another 
standard in the developing world. And we have a 
procedure by which, and we will give you copies of it 
at the end, our management system applies nght across 
the world, and our business chief executives are 
required to give to our Chief Executive an assurance 
annually about how they are implementing those 
standards worldwide, and these are over and above 
legislation. So you have got legislation, which we 
meet, as required, anywhere where we operate, and 
over and above it we have our management system 
with its safety, health and environment standards, 
which we apply, and we apply them globally. 

Sir Irvine Patnick: You see, Chairman, I see ICI 
as the benchmark against which all other companies 
are measured, or one of the benchmarks there, I have 
got great respect for you; but when you say something 
like that the cogs start moving, you did not define it, 
and that was the reason for the question. 


Chairman 


522. But what about being undercut by people 
who do not achieve the same standards? 

(Mr Wakeford) There is no doubt that there are 
countries and companies with different standards 
throughout the world and we do face competition from 
those countries and companies. There are remedies that 
can be used, legal remedies that can be used, but we 
do not take a stance against countries or companies 
using lower environmental standards, we want those 
standards improved. But we have had our chance to 
improve our standards in the UK and in the developed 
countries; we want to encourage those other countries 
to improve their standards. That is why, when we 
invest abroad, we invest at the highest standards that 
we have in the UK or worldwide, it is encouraging 
those companies to come up to our standards. We do 
have competition and we do lose out in some 
instances, but poor environmental standards lead to 
poor quality product and poor operating standards, and 
those companies are not that successful in the long 
term. ’ 

(Dr Whiston) It is difficult at times, and our local 
companies find pressure, no doubt they find pressure 
from local companies who have lower standards, but 
despite that our view is that, over the long haul, by 
applying our standards worldwide, we will help those 
countries, and we work with them in that programme 
of Responsible Care to help them improve standards. 
We believe that that helps the environment over the 
long haul. 

(Dr Wright) We have an objective that we install 
all new plants to industry best practice standards, and 
there is some self-interest here, in that these industry 
best practice standards give us the most efficient way 
of converting raw materials to products, so we reduce 
waste in this way, and also, by designing our new 
plants to the best standards, we are equipping 
ourselves to meet the ever tightening environmental 
standards that are being applied worldwide for many 
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years ahead. What we do not want to have to do is to 
find ourselves in a position of having to, what we 
would call, retrofit, which is upgrade existing plants, 
which can be a very expensive, time-consuming and 
inefficient business, in a very short space of time; so 
we plan ahead to meet standards for several years to 
come. 


523. EU emission standards for VOCs; do you 
hope to meet those before the UK Government is 
going to require you to do it? 

(Dr Whiston) What we would like is, we would 
like to see legislation in this respect and we would like 
to see the European Union take some action as well. 
Because, we have developed a paint there with low 
VOC emissions, which has taken us a lot of time and 
effort, we have put a lot of resources into it, we believe 
it is right for the environment, and our problem at the 
moment, with that particular decorative paint, is that 
because of various national ecolabel schemes we find 
difficulty marketing it, because people prefer the one 
with their own national ecolabel; we would prefer a 
European Union arrangement. 


Mr Thomason 


524. Would your answer about building plants 
overseas apply to most of the leading chemical 
companies in Europe? 

(Dr Whiston) Yes, I think so. Why I hesitate to 
answer the question is that I do not know so, but I 
believe so. 


525. So you would profoundly disagree with 
Oxfam’s allegations that Bayer went to. Shanghai 
deliberately to avoid environmental standards in 
Europe, would you? 

(Dr Whiston) As far as I am concerned, I think 
they have high standards, I do not know in detail their 
particular standards, but what I can say to you is that, 
if I look at the ICI systems house for polyurethanes, 
which is just being commissioned in Shanghai, that 
plant has as high a standard as any other systems house 
anywhere in the world. 


526. Why does ICI invest in Indonesia and 
Taiwan? 

(Dr Whiston) Because we need to invest where the 
market is, and there are very large markets both in 
Indonesia and in Taiwan, in fact Taiwan is one of our 
major bases in the Asia Pacific, and there, yet again, 
we have plants and the plants there have as high 
standards as any plant in the world. There is the market 
there, people want us to be in the market, that helps us 
to develop trade. 


527. You have told us that your new plants are 
built to internationally agreed high standards, that is 
international standards for company purposes, which I 
assume, from what you were saying, were in excess of 
British and European Union standards, is that correct? 

(Dr Whiston) Yes. 


528. Right; but that is new plant, your old plant 
does not, of course, meet all those requirements, does 
it? 


(Dr Whiston) No; but what we do is, where 
appropriate, we retrofit, and that is costly, that is why 
we build to high standards. Our plants in the Asia 
Pacific region are virtually all new plants, built within 
the past ten years. 


529. But you have older plants and, as Dr Wright 
indicated earlier, it is extremely expensive to retrofit 
those plants? 

(Dr Whiston) 


530. Whereas, in this country, you might be 
obliged to retrofit them to meet current standards? 

(Dr Whiston) No, no; our plants in the Asia Pacific 
region are mostly new plants, built to high standards, 
built to the world standards that we set ourselves; in 
other words, we build to high standards, we do not 
build to two standards. 


531. I was not accusing you of that. Let me get 
the question clear. What I put to you was that older 
plants were not built, do not currently operate to the 
standards of the European Union and current British 
standards, it is expensive to retrofit them. I think you 
have agreed both those statements in your evidence; 
correct me if I have misunderstood you. It follows that 
if those plants were in the United Kingdom you might 
be obliged to retrofit them, you are not obliged to 
retrofit them in other parts of the world. Therefore, 
your standards in other parts of the world are 
inevitably going to be lower. Is that a reasonable 
proposition? 

(Dr Whiston) I have to say, I do not accept that 
proposition. 


It is. 


532. Can you say why? 

(Dr Whiston) Because, basically, our plants in the 
Asia Pacific region, I think that is the region that you 
are worried about, you are worried about outside the 
UK. 


533. I ask you about the world generally, I do not 
wish to specifically point to any one country. 

(Dr Whiston) 1 will answer for the Asia Pacific 
region then I am going to ask Mike if he wants to 
come in. Our plants in the Asia Pacific region are 
primarily new plants, i.e. built within the past decade. 


534. You have already explained that, but let us 
talk about old plants, shall we, for these purposes? 

(Dr Whiston) So, for all plants, what we do is we 
will never totally refit, we will never totally 
re-engineer all plants, we do as much as we can. 
Sometimes what you have to do then is you have to 
shut them down, and we have done that. Do you want 
to comment? 

(Dr Wright) Yes. This is all covered by our 
Environmental Improvement Objectives, we have a set 
of objectives and we have reported in each of the last 
five years against these objectives, but those commit 
us to looking at opportunities to improve continuously 
our environmental performance, and we are committed 
to taking opportunities for environmental performance, 
improvement, in all of our plants worldwide. So this 
set of objectives applies worldwide and we have 
reported openly on what we have achieved against 
those commitments, and that information is available 
to you. 
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535. But are you able to tell me that all your old 
plants across the world meet current UK practices and 
standards, I emphasise practices and standards? 

(Dr Whiston) It depends what you mean by 
standards. If you look at compliance with local 
regulations, in environmental terms, if you are looking 
at compliance with local regulation and looking at it 
worldwide, our degree of compliance has moved up 
from, in 1990, about 90 per cent, to, last year, 99 per 
cent, and each year, across the world, countries are 
applying tighter standards for emissions. And, 
progressively, against those targets, we have improved, 
and we have been spending at least £200 million a year 
across the world to try and ensure that we meet them. 
I do not know whether that response ... 


536. Ithink you agree with me that some plants, in 
some parts of the world, do not meet current European 
standards, which they would have to if they were 
operating in Britain or in the rest of Europe? 

(Dr Wright) 1 would not agree with that. Most of 
the developing country standards that we are operating 
to are based on either European standards, which may 
be UK or German standards, or else US standards. A 
large number of the developing countries have adopted 
US standards and, for a multinational organisation like 
ICI, we would certainly be expected to be operating to 
those international standards. We are seen as an 
opportunity to bring in the technology and know-how 
that a company like ICI has to improve the 
environmental performance of industry in those 
countries, and that, indeed, is what we do. 


537. So, let me get it clear, what you are telling 
us is that if you took us to any plant of ICI’s, anywhere 
in the world, it would meet exactly, if not be better 
than, the standards which are currently required of that 
type of plant in the United Kingdom? 

(Dr Whiston) Yes. 

(Dr Wright) Yes, I believe so. We do not measure 
that. What we measure is our performance against 
local legislation. 


538. No, that is not the question, local legislation 
is bound to be different. I was asking about UK 
standards and I asked you whether all plants met that, 
and I think the answer was yes, but can I get that clear? 

(Dr Whiston) Yes, but I do not want you to have 
the impression that local regulation in the developing 
countries is lower than here; the standards are on the 
statute book and we, as a multinational company, 
meet them. 


539. The time of introduction and enforcement 
procedures will inevitably vary from country to 
country? 

(Dr Whiston) They will, but the enforcement 
procedures tend to be brought in, in advance, shall we 
Say, against the multinational companies than they do 
against the local companies. 


Mr Stephen 


540. _ Why does ICI oppose the development of 
international standards for PPMs in the chemical 
industry? 


(Dr Whiston) 1 think what we are interested in 
there is outputs. If you look at it, we do not believe 
that there should be any restriction on the way that 
products are produced, it really is outputs; to me,.it is 
effect on the environment and the ban on 


541. So you would support harmonised standards 
based on the degree of impact on the environment, 
would you, rather than the actual production method? 

(Dr Whiston) Yes. 

(Dr Wright) Yes, we are all the time looking at 
reduction of impact, but I think you have got to 
recognise that what we actually measure is our 
emissions and we are looking to reduce the burden of 
our emissions with the plants that we operate. But what 
is most important is that you have to do that in the 
context of the local circumstances, the local 
circumstances may require particularly clean air, or 
particularly clean water, there may be a large 
infrastructure already available for treating waste 
water; all of these things have to be taken into account, 
as, indeed, 








542. Yes, that is if you are simply measuring the 
emissions themselves? 
(Dr Wright) Yes. 


543. But if you are measuring the impact on the 
environment then that will automatically be taken 
account of, would it not; if you are working in an 
environmentally sensitive area then a much lower level 
of emission will have a damaging effect than if you 
were working in a non-sensitive area? 

(Dr Wright) It is extremely. difficult to measure 
environmental impact. We do measure the state of the 
environment around our plants, we look, where we 
have waste water emissions, at life in the sea, marine 
flora and fauna, but it is extremely difficult to connect 
our activities directly with the state of the local 
environment. We are one of many factors, and often 
the weather is far and away a bigger factor than our 
activity. 


544. So you have got no objection to harmonised 
standards based upon the effect upon the environment 
but you do not think it is practical? 

(Dr Wright) We do not think it is practical. We 
seek to minimise environmental impact, but to try and 
standardise that on impact is not practical. 

(Dr Whiston) 1 think I would say, Mr Stephen, the 
key thing is it is the impact on the environment, and I 
would worry much more about that than I would worry 
about the prescribed process technology, for want of a 
better word. We have adopted an approach, which 
again we will leave with you*, looking at life-cycle 
assessment, which is a technique for measuring 
environmental impact, and our Tioxide business has 
looked at that, comparing alternative routes to 
produce Tioxide. 


545. Exactly, because PPMs are only part of the 
equation, are they not? 
(Dr Whiston) They are, yes. 


546. Do you think that the United Kingdom’s Best 
Available Techniques Not Entailing Excessive Cost 
approach is the right one to follow, or not? 
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(Dr Whiston) Again, | think it has got merit, but 
again I would say, to the extent that people adopt the 
most effective process technology, BAT, I think it is a 
useful approach for processes that are most likely to 
cause a pollution problem; but, again, it should not be 
used to prescribe which precise technologies are to be 
used in all circumstances. I think, and you probably 
expect us to say this, this should be left to the operators 
to devise the most appropriate technology to meet the 
environmental need of the local circumstances. As 
Mike was saying, there will be differences created by 
the local geography and infrastructure, the local quality 
objectives, is the water required for drinking; I think 
its concepts are right, and some of these are already 
being taken up internationally, and we know that the 
European Union has taken a part of these. But I do 
think it is important to match the nature and degree of 
controls to environmental potential of the plants and 
the local environmental need. The key thing is, stand 
back, and say, what we want to do is reduce the 
environmental burden, and that is where we are 
focusing our attentions. 


547. I see the logic of that, but if we do not have 
internationally agreed, harmonised standards, it is very 
difficult, is it not, to compare the performance of one 
company against another and one country against 
another? Perhaps you do not think it is practical? 

(Dr Whiston) 1 am not too sure it is practical. | 
think, conceptually, it is a good thing; I am not too 
sure it can be delivered. 

(Dr Wright) There are measures of performance 
that we have used and they have been used by the 
Chemical’ Industries Association as indicators of 
performance, and these are about emissions, emissions 
of hazardous wastes, emissions to air, so there are 
indicators which demonstrate progress, or demonstrate 
momentum. I think the key thing is to generate 
improvement momentum and to be able to clearly 
show that that is happening; but to have a worldwide 
set of indicators that can be relied upon is a very large 
mountain to climb. 

(Dr Whiston) We have struggled with this. One of 
the tasks outside ICI that I am involved in is that I am 
the Chairman of the International Chemical Councils 
Association Responsible Care Group worldwide, and 
we have tried to devise international indicators, and 
we have just struggled and we have just struggled and 
we have just struggled, because it is very difficult to 
get precise definitions that everybody can subscribe 
to. But we continue to try, but, let me be clear, it is 
a struggle. 


Chairman 


548. Can I just be clear on this Processes and 
Production Methods, what you are actually saying is, 
if you have got six companies, all that are emitting 
some VOCs, then each of those companies ought to be 
achieving a lower emission level than a company that 
has a plant that is miles away from anywhere else and 
where its VOC emissions will have less impact than 
the six companies; is that right? 

(Dr Wright) It will depend on the circumstances. 
Clearly, in an area where VOCs is a problem, near to 
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urban development, or where smog is an issue, it is 
important that in that locality a major contribution be 
made. If it is in an area where there is little or no 
problem and the sorts of emission levels - are 
demonstrated to be quite safe to human health then 
that would be adequate. I think it is improper and 
inappropriate to apply the same standard anywhere 
and everywhere. 


549. Is not that almost implying that the 
underdeveloped parts of the world should accept 
lower standards? 

(Dr Wright) Not at all. It depends on the locality. 
If you are in an urban situation, or if you are in a 
coastal situation, these are different. You do need to 
take account of the local geographical situation to 
ensure that an adequate air quality is maintained. 


Sir Irvine Patnick 


550. Following the Chairman’s logic, why should 
the standards be different in different areas, why 
should it, because it is a coastal thing, be different 
from, say, an inner-urban one; to use that horrible 
expression, if it is right it 1s right and if it is wrong it 
is wrong? 

(Dr Wright) That is a problem, how clean is clean, 
and here we are moving into an area of risk 
management, you really do have to look at the risk 
associated with a certain piece of activity, and driving 
motorcars in the City of London generates a certain 
risk. And so we do need to look at what is an 
appropriate risk, there is a limited amount of resources 
available to spend and we ought really to be focusing 
those resources on the areas where there is the greatest 
potential for environmental impact. 


Mr Stephen 


551. So what comes out of this really is, are we 
interested in observing standards for their own sake, 
or are we interested in the impact that industrial 
processes have on the environment? 

(Dr Wright) Indeed. 

(Dr Whiston) Indeed, yes; and its impact. 

(Dr Wright) We are looking to reduce the impact. 


Mr Gerrard 


552. You mentioned earlier the problem with 
paints that you developed, with low VOC emissions, 
and that national labelling was causing you some 
difficulties on export. I wonder if you could perhaps 
expand on that; are there any other examples you could 
give us like that, and have you made any estimates of 
the amount of trade you might have lost because of 
difficulties of that sort? 

(Dr Whiston) Starting at the back end, I think it is 
often difficult to estimate the amount of trade you have 
lost; but do you want to comment, David? 

(Mr Wakeford) There is certainly evidence that we 
have not had the markets that we should have had with 
this new paint; the low VOC paint would have taken 
off had it got the appropriate coverage with ecolabels. 
We have not got a number, it is always very difficult 
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to assess these things, but the market is not there and 
yet we are ahead of the game on environmentally 
friendly products. 


553. Can I be clear, that you are saying this is a 
problem which is caused by national labelling 
schemes? 

(Mr Wakeford) Yes. 

(Dr Whiston) Yes. 


554. Where, in particular? 

(Mr Wakeford) At the moment, there is no 
European scheme; if we had a European scheme then 
ICI would have a product that would be able to be 
promoted throughout Europe with an ecolabel in the 
paints area with low VOCs. At the moment, the 
German scheme is in place but that is built around 
domestic producers’ requirements. 

(Dr Whiston) And geared to meet those domestic 
producers’ requirements. And then, from that, you 
have got other schemes. And our preference, Mr 
Gerrard, as we have said, is we would like an EU 
scheme, and, sadly, that has been largely ignored in 
favour of the independent national approaches, really 
because the EU scheme is a bit late. 

(Dr Wright) Yes; despite the best efforts of the UK 
Environmental Ecolabelling Board to speed things up, 
it has been something like 12 months behind schedule 
getting out the European ecolabel for paints, and that 
has certainly cost us a market. 

(Dr Whiston) But it is difficult, we must be clear, 
itis very difficult to estimate that market. In two years’ 
time, when things are up, we will be able to give you 
a much better estimate, in hindsight, of the market that 
we have lost. 


555. So, as far as paints are concerned, you are 
obviously welcoming the development of a label, but 
in your evidence you said “Ecolabelling schemes are 
of particular concern as they can be misleading and 
confusing.” Can you clarify the difference between 
what you said there and what you are saying now? 

(Mr Wakeford) What we are saying there is that 
national ecolabelling schemes can be confusing and do 
not necessarily represent the best environmental 
practice. What we need is certainly a European and, 
hopefully, although it will be a long way off, a global 
scheme, based on the same criteria and using life-cycle 
analysis, so you can actually truly say that products 
are environmentally friendly, not just having a scheme 
that is based around domestic producers’ initiatives. 


556. As far as the chemical industry generally is 
concerned, do you have any worries that a significant 
number of your products would not be eligible, simply 
because they were regarded as dangerous substances? 

(Mr Wakeford) As a chemical industry, I do not 
think we pretend that all our products are 
environmentally friendly; we produce a spectrum of 
products which give society choices, some of them are 
environmentally unfriendly, but we need to produce 
them in order to produce other goods. As Mike has 
said, there is a risk attached to that and we cope with 
that risk, we deal with it And it does not cause a 
problem for the environment. And, to the other extent, 
we are producing very environmentally friendly 
products, and there are markets for those. 


(Dr Whiston) The challenge is, over a period, to 
introduce new products with lower environmental 
impact, and that is where the prime research and 
development effort is going in our company and I am 
sure within other companies as well. 

(Dr Wright) As a chemical industry, most of our 
products are pretty well upstream, we are suppliers of 
materials which are subsequently converted to articles 
that are then used in commerce. But with the work that 
we have been doing on product stewardship, we call 
product stewardship, we are looking at the complete 
life-cycle of the chemicals that we produce, how they 
are then used by the manufacturer in creating goods 
and ensuring that that manufacturer has full 
information to handle those products safely, and that 
the goods that he produces, which are then sold and 
eventually disposed of, that that whole chain can be 
executed without causing problems to _ the 
environment. So we are looking in a holistic way at 
the whole life-cycle of the use of our products. 

(Dr Whiston) And that is why we see the extension 
of this approach, which is an international approach, 
this life-cycle assessment, nght through genuinely 
from cradle to grave, where I define grave as final and 
ultimate disposal. 


557. Can I just ask you, on the life-cycle 
assessment, do you see any difficulties with applying 
that to more complex products, as opposed to, say, a 
paper towel, or something of that sort? 

(Dr Whiston) Yes. It is not a panacea and I would 
not like you to be left with that impression. I think it 
is a technique which is easier to use at the front end 
of a process, where you have got options and you can 
develop them, than it is as you move further down the 
chain; but a lot of effort is going in to that, to 
developing the technique, and I think you will see it, 
over the next decade, become quite a powerful 
technique. But it is difficult, the further you get down 
the consumer chain the more difficult it gets. I think 
that is fair comment, is it not? 

(Dr Wright) Yes. 


Chairman 


558. Can I just be clear on the ecolabelling of the 
paints; is it the question of the label, or is it actually 
convincing people like me to have confidence in the 
product? 

(Dr Whiston) It depends. If you buy it because you 
think it has got the label on and the label says that it 
is “environmentally friendly” and I see this can of 
paint that has not got it on, and I do not look behind 
it because the label does not say what the emission is, 
then that is the problem, and it is really what the 
consumer buys, does the consumer actually look and 
say, “I'll go for the label rather than for what the 
marketeer says.” 


559. If I am doing some painting, I am doing it 
very reluctantly, at home, so I will tend to go for 
something very conservative, in terms of using stuff 
that I have always used, because I think I can make 
least mess that way. Now, how do you convince 
someone that, yes, we would like to help the 


THE ENVIRONMENT COMMITTEE 


163 





20 March 1996] 


{Chairman Cont] 
environment but we are not going to have other 
problems as a result of a product? 

(Dr Whiston) _| think that is the dilemma, and what 
people say is, “I want to help the environment, so what 
do I do?” and they look at the paint and it has got an 
ecolabel on and they’ say, “That looks 
environmentally friendly.” 


560. But how much advertising have you done of 
the product to really convince people that they can 
help the environment and still have an easy job doing 
their painting? It has not impinged on me has it; I do 
not know about the rest of the Committee? 

(Dr Whiston) In that case, what you are telling us, 
and we will take it back to our paints organisation, is 
the need to market it better; but that is the thing, it is 
the marketing of it. 


561. That was what I was after, really; is it your 
marketing and convincing the public, or is it that the 
label system is not working? 

(Dr Whiston) No, I think it is two, and we are 
probably partly to blame, because we are not 
marketing it as well as we should, but, equally, people 
do buy labels. 


Mr Gerrard 


562. Just following up the Chairman’s point, have 
you had difficulties within the UK in developing a 
market for it, or is it an export problem? 

(Dr Whiston) It is primarily an export problem. 

(Dr Wright) Yes, but it is the UK as well. The 
label would be very helpful in marketing, there is no 
doubt whatsoever that would be a great help, and we 
have not been able to secure this, it has been a very, 
very slow process getting a European ecolabel for our 
paint. 

(Mr Wakeford) 1 think one of the fundamental 
issues also is that it does cost more, being 
environmentally friendly does cost more. And if you 
have not got something that gives that environmentally 
more friendly product accreditation then why are 
people going to pay more for a paint than the basic 
one off the shelf; so if it had the accreditation then 
people would be then willing to pay slightly more. 

(Dr Wright) Covering your domestic decorating, 
clearly the advantage is that there is less solvent smell 
from a low VOC paint, so you would be a lot more 
comfortable painting with one of these paints than a 
traditional paint with quite a high solvent smell while 
you are doing it. 


Mr Stephen 


563. Multilateral Environmental Agreements are 
generally thought to be a good thing, but do you see 
any dangers to world trade by a proliferation of such 
agreements? 

(Dr Whiston) I think there are some, and, to me, 
if I look at MEAs and say what is the clear thing, well, 
it is the credibility, it really is the credibility, and we 
have already had the situation where even current 
MEAs are not as effective as they might be, the lack 
of effective action—and these are our words, and you 
may regard them as emotive—against the black market 
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in CFCs is an example that we would wish to cite. 
And we will come back to that, if you want to, in more 
detail. But I think there is also a tendency to broaden 
the coverage of MEAs, once they are in place, and if 
they become too prolific then managing and 
monitoring each of them globally—globally—would 
become an impossible task and the system would fall 
into disrepute, so they would damage their own 
credibility. I think, if we have MEAs then they have 
to be effective in achieving what they were established 
to achieve, objectives set out clearly and that they 
deliver them. I think what we would say is we are 
concerned where they are being linked to trade and 
being used as a trade barrier, and that is the worry. | 
think, if there were a more consistent approach then we 
could probably manage more of them, and that would 
include the fact, I think, the extension of that is that 
we might need to give aid to developing countries to 
produce environmentally friendly products, and that is 
technology transfer, and, I think, provided the suitable 
financial arrangements can be made, we will be open 
to that. But we would like to comment, if we may, at 
some stage later on, about the CFC problem. 


564. We will come on to that in a minute. You 
will be aware that the World Business Council for 
Sustainable Development has made proposals for 
reconciling MEAs with the GATT rules. Do you 
support those proposals, and, if so, why? 

(Dr Whiston) Yes. Do you want to comment? 

(Mr Wakeford) Yes. It is important that if you are 
going to have trade measures used in a Multilateral 
Environment Agreement then you have to have the 
World Trade Organisation having some administrative 
responsibility for those trade measures. They have to 
ensure that the measures are scientifically based, that 
the objective is to improve the environmental 
performance in an area that is a global problem, so 
they really do have to have a global impact on the 
environmental problems that MEAs deal with. And so 
you have to have that link, you have to have the WTO 
capable of making a judgement and working with 
whatever environmental organisation is devising the 
MEA to make sure the trade rules are complied with. 
If you get a proliferation of random MEAs they will 
be even less controllable than they would be through 
the WTO. 


565. So do you support the approach of setting 
criteria for determining whether an MEA is compatible 
with GATT rules? 

(Mr Wakeford) Yes, certainly. 


566. And then leaving the secretariat to apply it to 
individual cases? 


(Dr Whiston) Yes. 


Sir Irvine Patnick 


567. Would you be in favour of, and indeed would 
you support, a powerful new organisation to provide 
an integrated framework ffor _ international 
environmental law? 

(Dr Whiston) 1 think we are concerned, Sir, with 
the proliferation of organisations around this area, | 
think we believe that a more focused and consistent 
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approach to environmental issues would benefit both 
trade and the environment. We would cite, if you look 
at effective organisations as models, we would look at 
the WTO or the IMO, both of which we believe are 
effective in representing their members’ interests, and 
they are leaders in their specific area of interest. Both 
organisations are well focused, both have a unified 
code of practice, identifying basic principles and 
recommendations for good practice, and they are 
supported by working groups, drawn widely from 
countries with experience in the field. 


568. So you have got two organisations there, 
have you? 

(Dr Whiston) Those are models; we would like to 
see an organisation that has the characteristics of either 
the WTO or the IMO. 


569. You think we need to push them both into 
one? 

(Dr Whiston) Yes. We are looking for a focused 
approach to enfironmental issues. 


570. You say there should be one and you would 
support one? 

(Dr Whiston) Yes. Our model would be to, if we 
could, strengthen UNEP and give it the focus that 
WTO has and that IMO has; so one organisation but a 
focused organisation, is what we want to see. 


571. How do you think other companies would 
take to that? 

(Dr Whiston) 1 do not think I can speak for other 
organisations. 

(Mr Wakeford) No, it is not a subject that has been 
discussed at trade associations. There are two distinct 
disciplines here, there is the environmental discipline 
and there is the trade discipline, and certainly in the 
environmental area, as a trade specialist, I see that 
there is not the focus that we have got in the trade area 
and there is not the strength at dealing with 
environmental issues that we have got in trade. If you 
could have the same sort of body in the environmental 
area that you have got in trade then I am sure that 
environmental issues could be dealt with without the 
need to link trade; and UNEP is an organisation that 
we have a lot to do with, but unfortunately it does 
seem to be unfocused. 


Chairman 


572. It is very short of resources, seemingly? 

(Mr Wakeford) It is unfocused, and, for example, 
just on the PIC Convention, we have a table here, or a 
chart; look at the activities that UNEP is involved in, 
in that particular chart, how on earth can you control 
such a monster, So it needs to be focused. 


573. Did you put that in with your evidence, I 
should have looked more carefully, or is that 
something extra? 

(Dr Whiston) No, it is new. 


574. You will leave us a copy, will you? 
(Dr Whiston) We will certainly leave it, yes. 


Sir Irvine Patnick 


575. So we need two organisations, one for trade 
and one for the environmental whatever it is? 
(Dr Whiston) Yes. 


576. Will they be linked? 

(Dr Whiston) Yes. 

(Mr Wakeford) You have to have the WTO if there 
are trade measures taken for environmental reasons 
and we want those to be minimal, but if there are trade 
measures that have to be taken then the WTO should 
have a role in deciding how those trade measures will 
be enacted. 

(Dr Whiston) 1 take your point, Chairman, about 
UNEP and resources, and I think it is a valid point, 
but I would like to see UNEP used as the organisation 
and given the strength it needs and make it more 
focused, and have that as the lead body. 


Mr Thomason 


577. Do you agree that since 1986 CFC 
production has dropped by 60 per cent worldwide? 
(Dr Whiston) It has dropped, yes. 


578. So the Montreal Protocol has been effective? 

(Dr Whiston) Well, yes, it has been effective as 
we have applied it here. As you know, we have phased 
out the production of CFCs and, in discussions with 
HMG, we phased out the production a year ahead of 
what the Montreal Protocol gave us as a date. Our 
concern, and that is why | do not want to be totally 
unequivocal, is that the US producers of CFCs, while 
they were originally committed to phasing out 
production a year earlier than required, like we have 
done, were requested to keep their production going to 
supply key customers for longer. So we believe, and 
my company believes, that we have done the right 
thing, we developed the new market, we put £350 
million in to develop our CFC alternative, and we are 
seeing other producers have the benefit of still being 
able to sell CFCs. And, in addition to that, it is our 
belief that there appears to be clear evidence of a black 
market, and we have got some cuttings, which we are 
going to leave with you, to support our statement. The 
other thing is that the CFC prices are as low as they 
have ever been illustrates there is no shortage of 
supply, even though production is now banned in 
Europe. But, looking back, in answer to your question, 
I think overall the Montreal Protocol has been 
effective. 


579. You see, we have had evidence from others 
that there is not a significant black market in CFCs, 
and you are telling us that there is a significant black 
market, not just a black market but a significant one? 

(Mr Wakeford) Yes, a significant one, and these 
are some of the headlines: the Washington Post, 
Independent, New York Times. It is evidence that 
there are people trading in CFCs. 


580. It is the evidence of newspaper reports, it is 
not actually evidence in itself that there is a black 
market? 

(Mr Wakeford) ‘They have actually arrested and 
convicted individuals in the United States. 


581. So you are telling us that there is a significant 
black market? 
(Mr Wakeford) There is a significant black market. 


582. And yet you agree that the production of 
CFCs has fallen by at least 60 per cent since 1986? 
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(Dr Whiston) Yes, because, basically, if you look 
at it, we have totally pulled out, the other big 
producers, particularly the western producers, have 
pulled out; so, yes. 

(Mr Wakeford) But 
production still in place. 


there is Eastern Bloc 


583. And do you feel that the regulations in the 
EC, that are tighter than the Montreal Protocol, are 
satisfactory? What are you seeking to remedy the 
problem to which you refer? 

(Mr Wakeford) We would like the authorities, in 
actual fact, to implement the Montreal Protocol, to 
prevent the black market in CFCs. For example, 
statistics, the UK imports of CFCs are above the quota 
level that we are allowed, and so are the French 
statistics, they are above the CFC quota allowable, and 
Customs have not responded to this. What is 
happening is that companies are bringing in large 
quantities of CFCs in bulk containers then they are 
repacking the CFC and re-exporting the product, so the 
fact that it is not sold on the UK market means that 
that can be done legitimately. 


584. So let me get it clear what you are alleging; 
you are alleging that British companies are receiving 
CFCs manufactured in Eastern Europe, in 
contravention of the Montreal Protocol, and that those 
are then being re-exported by those British companies 
to third world countries? 

(Mr Wakeford) That is what our business have 
reported to me. 


585. And you are giving that to us as formal 
evidence, that there is that activity going on? 

(Mr Wakeford) We believe that activity is going 
on. 


586. Have you provided that evidence to Customs 
& Excise? 

(Mr Wakeford) Customs & Excise have been 
consulted, yes. 


587. You have provided that information to 
Customs & Excise, have you? 
(Mr Wakeford) As far as I am aware, yes. 


588. Are you aware of any action which Customs 
& Excise are intending to take? 
(Mr Wakeford) No. 


Mr Stephen 


589. You agreed, in answer to Mr Thomason, that 
worldwide production of CFCs has been cut by about 
60 per cent since 1986. Has that had any noticeable 
effect upon the ozone layer? 

(Dr Wright) 1am not an atmosphere scientist, but 
I think the indications are that the trends will start to 
head in the right direction. 


590. The indications are at the moment that the 
trends are going the wrong way, are they not, that the 
ozone layer is actually getting worse? 

(Dr Wright) We could certainly supply you with 
more information in this area; we are not specialists in 
this matter but we have specialists who could provide 
you with information. 


591. I come back to the point that there is no point 
in observing environmental standards for their own 
sake; what we are interested in is what effect te are 
having on the environment? 

(Dr Whiston) Impacts, yes. 


592. Now, for the further protection, methyl 
bromide has been added to the list of proscribed 
substances, has it not? 

(Dr Whiston) Yes. 


593. And I think you are, or were, a producer of 
that chemical? 

(Mr Wakeford) We are not a producer of that 
chemical. Our former Agrochemical Division of ICI, 
which demerged in 1993 from the bulk of ICI, had 
some use of it, but we, as ICI, no longer produce or 
have anything to do with that product. 


594. This is mainly used as a pesticide, is it not? 
(Dr Whiston) Yes. 


595. Perhaps you cannot answer the question but 
do you know whether farmers and operators of flour 
mills and other premises where pest control is very 
important have access, on the present state of 
technology, to alternative methods of pest control? 

(Mr Wakeford) No, we cannot answer that. 

(Dr Whiston) We cannot answer that. 

(Mr Wakeford) But Zeneca could probably give 
you an answer. 

(Dr Whiston) Zeneca Agrochemicals. 


Mr Gerrard 


596. We had some evidence earlier, in one of our 
other sessions, that there was quite a considerable trade 
still going on in_ goods, products, that were 
domestically prohibited, hazardous chemicals is an 
example, but were sold into third world countries. Are 
there any products which ICI currently exports which 
are prohibited in the UK? 

(Dr Whiston) No. 


597. Do you think the voluntary guidelines that 
exist ought to be turned into something stronger? 
(Dr Whiston) That is the London Guidelines? 


598. The London Guidelines, would you like to 
see those turned into something that was legally 
binding, perhaps? 

(Mr Wakeford) Certainly, we were very supportive 
of a convention being drawn together covering Prior 
Informed Consent, or covering banned or severely 
restricted chemicals. In Europe, we have got 
legislation, formal legislation, already in_ place 
covering Prior Informed Consent, and we, as a 
company, are watching developments related to a 
convention. One of the dangers though with all MEAs, 
and that is that there is an initial concept and that 
concept gets broadened, and I am aware that now, that 
the convention discussions for Prior Informed Consent 
have started, and Prior Informed Consent at the 
moment covers 17 banned or severely restricted 
chemicals, there are numerous lists being drafted, from 
various sources, to add a whole list of chemicals to the 
list that should be covered by that convention. And 
this is the danger, that you get one particular focused 
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(Mr Gerrard Cont] 

convention that is starting to be discussed and then 
everybody sort of moves in and tries to broaden the 
scope of that convention. For it to be manageable and 
to be effective, it has to be narrowly scoped and have 
clear objectives, and we are totally supportive of that. 
So that is our concern. 


599. Do you think that is an appropriate issue for 
WTO to look at? 

(Dr Whiston) Yes. 

(Mr Wakeford) Certainly, yes. If it has trade 
implications, which it does, then they certainly should 


look at the trade implications. What I am concerned 
about, and we as a company are concerned about, is 
drawing the WTO into the general environment debate. 
Once again, they have succeeded, the WTO, -and 
GATT before it, has succeeded because it has been a 
focused organisation and a small organisation, not with 
huge numbers of people involved, and it has actually 
delivered what it has aimed to deliver. So in the 
environmental area, at this stage, we have not got that. 

Chairman: Gentlemen, can I thank you very 
much for your evidence. 


Supplementary Note by ICI (WTE 38G) 
ILLEGAL IMPORTS IN EUROPE 
INTRODUCTION 


A number of pieces of circumstantial evidence indicate the existence of a “black market” for CFCs within 
the European Union. These can be summarised as follows: 


There has been little change in the average market price of CFC-12, the main refrigerant gas since its 
production was phased out in Europe on 31 December 1994. Contrast this with the situation in the USA where 
since phase-out on 31 December 1995, the market price has already risen by 25 per cent. Similarly, the price of 
CFC-113 in Europe, and a product not produced in significant quantities in the Russian Federation, has risen 
over 100 per cent since phase-out. 


The switch to alternatives such as HFC-134a has been much slower than predicted by both independent and 
company analysts, indicating improved emission control but also the readily availability of existing products. 


Companies have been approached with offers of “recycled” Russian CFCs, a category whose import is 
permitted under the Montreal Protocol. The Russian Federation has not declared any re-cycling facilities to the 
United Nations Environment Programme. 


Apart from completely wrongly declared or illegal cross-border movements of CFCs, there are two other 
methods by which CFCs can enter the European Union. These have both been licensed by the European 
Commission since 31 December 1994. 


1. “Recycled” CFCs 


The trade in “recycled” CFCs is permitted under the Montreal Protocol. A number of companies have been 
approached with offers of “recycled” Russian CFCs. The Russian Federation has not declared any recycling 
facilities to the United Nations United Nations Environment Programme, and it is extremely unlikely that the 
quantities offered (with a certificate “guaranteeing” the product as recycled) could originate from recycling. This 
loophole has now been closed by the European Commission through the licensing system, although in 1996 a 
60 tonne load of CFC-12 originating from Russia and designated “for recycling” appeared in France and has 
since appeared as “EU-recycled product” in Spain. 


2. Inward Processing Relief 


The movement of product into the European Union for re-packing and re-despatching outside of Europe is 
not classified as “importation” and is monitored by national Customs Authorities. It is considered that in some 
countries this monitoring is not adequate and the product is allowed to stay in the country on payment of the 
appropriate duty. In order to prevent this abuse of the IPR system, the Commission extended the CFC licensing 
system to include product under IPR. 1995 Eurostat statistics for France (one of the only two countries—with 
the UK—to report data) indicate that while 1,455 tonnes of CFC-11 and CFC-12 were imported into France, 
only 181 tonnes were eae poe IPR by the Commission. 


There are no data concerning the re-export of CFCs imported under the IPR system. The UK was granted 


licences for 9,092 tonnes of CFCs under IPR during 1995. National Customs authorities are required to police 
this potential loophole. 
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THE CURRENT SITUATION 


In order to attempt to prevent the export of CFCs from the Russian Federation, the Parties to the Montreal 
Protocol took a Decision (VII/18) at their December 1995 meeting which bans the export of CFCs from the 
Russian Federation (and members of the former Commonwealth of Independent States) to developing countries. 
Although this ban does not include product under IPR, the European Commission has indicated that prior to the 
issue of a licence for import under IPR it will carefully check both the origin and destination of the CFCs. This 
has resulted in licence applications to date being less than 100 tonnes (compared with 11,633 tonnes for Belgium, 
France, the Netherlands and the UK in 1995). Sources have indicated, however, that both Russian and Chinese 
product is available in Spain. 


The UK has issued a Statutory Instrument (1996 No. 506—The Environmental Protection (Controls on 
Substances that Deplete the Ozone Layer) Regulations 1996) which forbids the import of CFCs into the UK 
unless a licence has been obtained from the European Commission. It also sets a penalty of £5,000 if the 
Regulation is broken. 


In one year since setting up a Task Force to investigate the “black market” issue in the USA there have been 
12 convictions for smuggling or diverting CFCs into the USA, or for evading excise taxes on CFCs. It has been 
estimated that the CFC “black market” imports into the USA were between 15—20,000 tonnes in 1995, much of 
which originated in the Russian Federation and passed through Europe. It is thought that a quantity of up to 
10,000 tonnes may have entered the European Union. 
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Memorandum by The Paper Federation of Great Britain (WTE 48) 
WORLD TRADE AND THE ENVIRONMENT 
EXECUTIVE SUMMARY 


The Environment Committee Inquiry into World Trade and the Environment covers, inter alia, Eco-Labelling 
and regulations concerned with recycling. As these issues are of great relevance to the paper making industry, 
The Paper Federation of Great Britain is pleased to supply a written Memorandum of Evidence to the Committee. 


Our Memorandum follows but, in substance, covers the trade and environmental aspects of existing and 
proposed regulations or processes concerning Eco-Labelling, Recycling, Packaging, Integrated Pollution Control, 
the Use of Energy and Forestry matters. All show, to a greater or lesser extent, that environmental issues present 
a growing non-Tariff barrier to world trade, requiring remedial Government action at home and through the 
European Union (EU) and the World Trade Organisation (WTO). 


BACKGROUND AND CONTEXT 


1. The Paper Federation, through its membership, represents the interests of around 95 per cent of the 
manufacturing capacity for paper and board in the UK. In 1995, the industry manufactured some 6 million 
tonnes of paper and board valued in excess of £3 billion and employed approximately 25,000 people. Of the 
production, about 4 million tonnes was devoted to recycling, indeed over two-thirds of the industry recycles to 
a greater or lesser extent. The industry is therefore contributing strongly to the environment through efficient 
resource management both domestically and globally and, by recycling, reducing the demand for landfill. 


2. In addition to its recycling facilities its members provide virgin pulp-based products manufactured from 
domestically available timber and imported pulp. The combination of all providing some 40 per cent of domestic 
requirements for paper and board and allowing the export of 1.5 million tonnes valued in excess of £1 billion. 


3. The industry therefore contributes strongly to the economy and the environment while providing a 
substantial export market for its products. It is, therefore, appropriate for the industry to respond to the 
Committee’s Inquiry and we do so covering particularly Eco-Labelling, Recycling, Packaging Regulations, 
Integrated Pollution Control (IPC), the use of Energy and Forestry matters. 


Eco-LABELLING 


4. The process of Eco-Labelling of products is seen by many as the means of informing the purchaser while 
also driving environmental improvement. Indeed, through this philosophy, a number of Eco-Label schemes are 
either in operation of development throughout the world. Some are of “single issue” type such as the German 
Blue Angel which required 100 per cent recycled product while others have wider and more embracing factors. 
Of this latter group, the EU proposals are a specific and potentially damaging example for world trade and the 
paper and board industry in particular. 


5. The EU Eco-Label Regulation is intended for consumer products and is non-specific in its application. 
However, in the detail of its application and at the whim of European Commission officials and some of the 
member states’ “Competent Bodies”, many products are selected for Eco-Labelling. The process of choice is, at 
present, arbitrary and not based on established environmental impact but on perception. Paper products have 
been selected with the overt intention of the Commission that, over time, all papers will progressively be 
subjected to the process. We believe this is wrong and have come to this view after specific study of the issue 
in association with officials. Indeed, for many years staff of The Paper Federation have been assisting officials 
within the UK and the Commission of the European Communities to develop proposals for the Eco-Labelling 
of Paper Products. Over this period, the industry supported the concept of Eco-Labelling providing that the 
process is based on the following: | 


— sound scientific principles; 
— life cycle analysis; 
— end products rather than specific process by which products are made; 
— _ simple and intelligible principles; 
— principles which move the industry towards environmental improvement; 
— there was no restriction to trade; 
6. Regrettably, the proposals cannot be accepted by the industry because we believe they breach the above 


principles and will severely disadvantage the paper and board industry not only in the UK, but across the EC as 


a whole. We believe they are fundamentally flawed and have failures of principle as well as being discriminatory 
in their application. 
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Failures of Principle 


7. The current proposals fail in the following areas: 


the present scheme proposes to award Eco-Labels only to 5-20 per cent of products in the EC market. 
This, in effect, means that all other producers need not waste their time or money as they cannot 
qualify. Hence, improvement of the environment is discouraged; 


a fundamental breach of a key principle of the Regulation. Producers who achieve the accepted 
standard should be able to qualify for the award regardless of others in the market who have also 
qualified; 


the present scheme is based on criteria which lack scientific rigour and life-cycle analysis, have been 
interfered with politically and which are excessively complex; 


the present scheme is now based on the process of production rather than on end-products. Paper 
and board is usually used in further processes (printing, conversion, transport) before completion of 
its use, and the analysis should take these fully into account: it does not; 


the proposed scheme fails to recognised that investment times in a capital intensive industry such as 
paper and board are long. Because of this, any review of criteria should be substantially in excess 
of the maximum of three years presently envisaged. 


8. The proposed scheme is discriminatory between EC producers (and others) as below: 


it penalises non-integrated producers (those who purchase pulp for papermaking from other 
suppliers—usually Scandinavian or American), who represent most of the EC industry; 


the criteria specify restriction on gaseous emissions and the sulphur emission limits penalises users 
of coal and Heavy Fuel Oil. Over 50 per cent of UK production of paper and board uses these fuels 
for steam raising and the use of coal is present EC energy policy. UK coal is of relatively high 
sulphur content, adding a further barrier to award of the label; 


national industries within the EC come from different historical and regulatory regimes. The 
proposed scheme fails to recognise these differences; 


the full environmental effects of fibre source (virgin/recycled) are not ngorously examined. While 
there is clearly the need to encourage recycling, it is also true that new fibre must enter the cycle to 
replenish recycled fibre as it becomes exhausted and that the highest specification products must be 
made from fresh fibres. The downstream effects of recycling, e.g., effluent load, drinking waste, etc., 
as indeed of all effluent streams; need to be taken into account; 


the proposed costs of the Eco-Label appear to be excessive even at this early stage. While there is 
no objection to reasonable fees for examination and monitoring of applications, such fees should not 
exclude applicants on the grounds of excessive cost; 


the proposed scheme cuts across the EC Eco-Management Scheme (EMAS) (and, for example, the 
ISO 14001 and the related UK British Standard 775). The consumer could be faced with similar 
products, one of which carries an Eco-Label and other evidence of Eco-Audit or compliance with 
different environmental standards. This will cause serious confusion. 


9. In summary, the principle objection of the industry is that the introduction of a market mechanism of this 
kind will not directly address environmental improvement and is “exclusive” rather than “inclusive”. This is 
because of the discriminatory nature of the proposals and the determination by CEU to adopt a criteria whereby 
only a limited number of companies can qualify for the Eco-Label. 


10. To be acceptable, the Eco-Label must be transparent, understandable, credible with all and fair in 
application. However, the present system is not because it: 


rewards a few companies who have modern facilities and discourages others; 
fails to educate the consumer; 


is discriminatory: those mills just missing the elitist criterion are judged in exactly the same light as 
those who would never qualify; 


the proposals would be valid only for a very limited period; 


does not take account of the capital intensive nature of the industry, few if any mills will invest 
solely to qualify for the Eco-Label. 


11. The industry supports Eco-Management as the best route to improved environmental performance: 


it has the substantial merit of rewarding improvement; 


it has the advantage that it will allow all kinds of mills, modern and old, to be rewarded provided 
that environmental improvement is demonstrated; 
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— _ it recognises that all countries and companies have different starting points; 
— it would therefore reward real environmental improvement; 
— it does not create trade barriers. 


12. The industry is therefore promoting this route as the best economic and environmental approach in the 
face of CEU policy. We believe Government and the CEU should recognise the industry view and engage in 
the process of resolution. 


RECYCLING AND WASTE PAPER 


13. The paper and board industry is the UK’s largest recycler. Over 60 per cent of the industry’s fibre 
requirements are met by waste paper and this proportion is amongst the highest in the world. It is, however, 
only 35 per cent of total paper consumption—a proportion that cannot grow significantly without major 
investment and which is reliant upon the recycling infrastructure, the maintenance of end use markets and the 
actions of local and national Government and the actions of other Governments. 


14. While much is claimed for recycling, the principle benefit in the UK is the use of waste paper because 
we have little indigenous forest cover. At 10 per cent, as a proportion of the land area, the UK is the least 
afforested country in Europe. The industry has, therefore, to maximise the use of waste paper as a raw material. 
At present, it consumes some 4 million tonnes and through further expansion plans to raise this consumption by 
around 50 per cent by the year 2000. This requires commitment and resources on a grand scale. This, 
nevertheless, will be supplied, provided that some guarantees may be obtained concerning the supply of waste 
paper. At present Local Authorities and others landfill or incinerate approximately 5 million tonnes of waste 
paper each year. This is a substantial waste of valuable raw material. Indeed, in 1995 the supply position of 
waste paper in the UK reached alarmingly tight conditions resulting in record prices and excessive imports of 
those grades that were being routinely landfilled in substantial proportions. Moreover, for the first time the UK 
responded in 1995 a net import balance for waste paper. Other countries operate radically different policies, not 
least of which are those of Germany and the Netherlands. 


15. In Germany, waste paper is made available to paper mills at very low cost, some free or, in some cases, 
mills are paid to accept it. This means that those mills have a substantial production cost advantage when 
compared with the UK. Consequently, Germany has a significant competitive edge and is gaining market share 
throughout Europe. In the Netherlands, local communities bear both the responsibility and the cost to achieve 
specific levels of recovery of waste paper. This material is then delivered to the paper mills for recycling and 
the mills are obliged to accept it for either recycling or disposal. Under normal circumstances the market will 
prevail and the recovered material will be used as intended but, at times of sluggish demand, surplus material 
is subsidised by levy and may be exported to the other markets, including the UK, which could threaten our 
own recycling infrastructure. This could be doubly damaging since the Dutch proposals call for an import and 
domestic levy on all paper to cover disposal costs. Under these circumstances, UK mills exporting to the 
Netherlands could end up subsidising damage to the UK paper recycling infrastructure! 


16. In other areas, waste paper from the UK is being collected and transported to Canada and Scandinavia 
to return in paper products that have a recycled fraction. Often this fraction is driven by legislation (a typical 
example is the 40 per cent content in newsprint in some states of the US). The return of recycled paper in this 
way ultimately restricts the ability of the UK to recycle (fibres may only be recycled a number of times) and 
adds to the UK landfill burden. To maximise the ability to recycle in the UK, imports should, as far as possible, 
be based on virgin fibres. 


17. The principle message in this area is that our potential world trade is damaged by the domestic policy 
on the recovery of waste paper and compounded by subsidy abroad. As far as central and local government are 
concerned, it makes economic and environmental sense to facilitate the collection of waste paper by the paper 
industry in the UK. This should save local authorities on average £50-100 per tonne in avoided disposal and 
collection costs, while delivering a raw material to the industry that allows it to maintain its economic position 
and competitiveness. This approach will also reduce both local and overall public spending. It makes 
environmental sense by reducing the need for landfill and displacing imports of paper into the UK. This latter 
has the means of substantially reducing the deficit of trade in paper products. Recycling in the UK also leads to 
energy savings in the global sense thereby reducing overall man’s contribution to global warming. As a further 
benefit, the facilitation of recycling makes political sense since recycling is popular with the public and people 
expect politicians to take a lead in this area. 


PACKAGING REGULATIONS 


' whip : . : 
‘18. _ Packaging Regulations throughout Europe are not being driven by the Packaging and Packaging Waste 
Directive (PWD) though prior to this the most dominant and destructive influence was the German Packaging 
Ordinance. This latter was created in 1991 on the anvil of the environment but was, in effect, the creation of 
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substantial and continuing non-tariff barriers to trade. Its effect was to decimate the recycling infrastructure in 
neighbouring countries and, by banning landfill in Germany, to give to its domestic industry subsidised raw 
materials. This “subsidy” exists today. The PWD is bringing some order into this process but it is late and some 
permanent distortions exist. 


OVERVIEW OF THE PRESENT TEXT 


19. Political agreement on the PWD was reached by a qualified majority. The agreement, which was not 
supported by Germany, Denmark or the Netherlands, set five year targets for recovering and recycling packaging 
waste. These are: 


— a minimum of 50 per cent and a maximum of 65 per cent, by weight, of packaging waste must 
be recovered; 


— there is to be a minimum total recycling target of 25 per cent and a maximum target of 35 per cent, 
taking packaging as a whole: within that, at least 15 per cent of each individual packaging material 
must be recycled. 


20. There are temporary derogations for Ireland, Green and Portugal because of problems in these countries 
reaching the targets. An interesting anomaly is Luxembourg which has no capacity to recycle paper and board 
and of which no mention is made! 


21. Within this agreement, there is also scope for member states to exceed the maximum targets if they 
have already set up, or are setting up, recovery programmes. Each member state has to ensure that its recovery 
programme will not distort the single market or prevent other member states from complying with the directive. 
Provision is made for a notification procedure to the Commission to ensure that the single market is protected, 
in co-operation with other member states. 


22. However, PWD does little to address the imbalance in packaging legislation across Europe which will 
continue to distort trade. The main problem will arise with the working of the notification process when member 
states go beyond the recovery targets in the Directive. This will tend to destroy the harmonisation process— 
itself a key objective of the Directive. 


23. Perhaps of greater importance is the revision which allows subsequently lower targets for some material 
streams. Indeed, the 15 per cent minimum recycling level tends to favour those materials for which recycling is 
not easy and gives them little incentive for improvement. Is this fair and is this reasonable? The paper and board 
industry thinks not. This is because the achievement of the averaged targets across all material streams relies on 
the impressive past and future strengths of the paper and board industry while giving its competing material 
streams easier targets. The paper and board industry recognises and accepts that improvement in overall levels 
of recycling is necessary and will continue itself to improve. In the UK the average recycled content of 
domestically produced paper and board packaging is over 80 per cent and the industry is recycling 48 per cent 
of packaging waste. Of all the packaging recycling currently carried out in the UK, paper and board accounts 
for 60 per cent and in its own production across the board, 60 per cent of fibre used is recycled. This is 
impressive by any measure and it is important that this ability to recycle is not jeopardised in any way. 


24. The harmonisation of the Directive is helpful but the required targets are not since other materials will 
be perceived by others to have achieved the required level when manifestly their performance is poor. This, in 
effect, gives them a competitive advantage over paper and board while also giving the potential to weaken the 
industry which is achieving so much. 


25. In the UK the detailed provision of the PWD have been enacted into law in the Environment Act of 
1995. The detailed regulations have yet to be formally published but the solution preferred by the UK is atypical 
when compared with all other known solutions in Europe and, moreover, is worryingly expensive to administer. 
It is estimated that the solution preferred by the UK Government will add nearly £1 billion of administrative 
costs before a single extra tonne of material is recycled. This has the prospect of dramatically hampering the 
ability of the UK to compete abroad. Moreover, the provisions in the detail are so complex that it is difficult to 
imagine that they will allow the envisaged environmental objectives to be met. 


INTEGRATED POLLUTION CONTROL (IPC) 


26. Integrated Pollution Control for the paper industry is presently coming into being. The UK approach 
after a number of initial difficulties, now gives the prospect of being reasonably based upon economic and 
environmental risk and the assessment of ability to pollute. IPC in the UK will be administered by the newly 
formed Environment Agency. 


27. Incontrast, Integrated Pollution Prevention Control (IPPC)—the EU equivalent to IPC—is based on the 
size of the paper mill and has no element of risk assessment or potential for environmental pollution. This 
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proposal when enacted into EU law will bring into the EU provision of IPC those UK mills of higher 
environmental standing and those which have been exempted under UK law. This may have a significant 
deleterious economic effect on those mills potentially damaging their ability to compete in Europe. 


ENERGY USE AND TAXATION 


28. Paper and board production is, in the largely unintegrated units within the UK and the original EU 
12 countries, an energy intensive process. Indeed, in the UK the industry spends some £300 million each 
year on energy. Electricity is the most important accounts for over 50 per cent of all purchases with gas 
and coal substantially lower at some 20 per cent each. Heavy fuel oil and other fuels make up the balance. 
Energy is therefore both a significant part of total production costs and a factor of competitiveness for the 
large industrial energy users and self-generators of power who make up the paper industry and other similar 
industries. These industries share three common concerns: 


— negotiate specific energy supply conditions, in terms of supply load, continuity, flexibility, duration 
and price; 


— create conditions, including options for energy sales, that facilitate the development of most efficient 
energy technologies such as co-generation and valorisation of by-products; 


— improve the cost-efficient use of energy resources through responsible energy management. 


29. These factors relate to environmental protection and with particular respect to the EU’s commitment to 
stabilise CO, emissions in or around the year 2000 and the search for effective mechanisms to implement this 
policy objective. 


30. The objective of this is to highlight the arguments available that favour responsible energy management 
policy leading to minimising raw material use and waste creation. Indeed, the industry has led the way in energy 
management reducing specific energy consumption by some 30 per cent over 10 years. 


31. The European Commission has proposed a tax regime as part of its programme to reduce CO, emissions 
in order to off-set the effects of climate change due to global warming. Energy-intensive industry, as represented 
by the paper industry, rejects this approach both because it is a distortion of the facts and because of the 
damaging effect on financial structures. It is more effective to direct programmes into energy efficiency and 
associated initiatives which achieve this objective. 


32. It is this reasoning that has led the industry to point consistently to the failure of tax-based proposals, 
as these reduce company cash flow and erode international competitiveness without meeting either 
environmental or political goals. Moveover, we would suggest that it has not been proven whether energy 
taxation is environmentally sound at all. 


33. The competitiveness of energy-user industries depends more today than ever on the way they optimise 
variable costs such as energy. Companies who are under intense pressure to survive in global markets have 
limited means today to increase revenue or reduce costs. Increased energy prices, through taxation, reduces the 
cash flow of energy intensive industry and its capacity to invest with the inevitable losses in employment. 


34. Tax also sends out contradictory signals to industry. On the one hand, EU institutions are rightly 
encouraging more competitive energy supply through energy efficiency gains and greater market flexibility, 
ensured through a well-functioning internal energy market. On the other hand, these same institutions are 
proposing energy taxes that interfere with market-based pricing, thereby distorting international competitiveness. 


35. The EU, with its high-cost economy, already distinguishes itself from the rest of the world. In North 
America, energy costs are approximately 30-50 per cent lower than those of manufacturing industries on this 
side of the Atlantic. A unilateral EU decision to introduce new fiscal instruments and raise the levels of existing 
taxes would increase this cost differential even more. European industry’s narrow margin of manoeuvre will be 
further eroded. In this scenario, plant closures and relocation of new investments to other parts of the world will 
become the only viable options for many energy-intensive industries exposed to international competition. 


36. It is significant to note that the EU has foreseen no concrete measure to cope with imports from countries 
which do not apply tax. The lip-service paid to tax exemptions for industries that would be particularly hard-hit 
do not offer long term assurances for industrial investment in Europe. According to the EU Commission, tax 
exemptions are considered as state aid. In other words, they constitute derogatory measures requiring 
authorisation on a case by case basis at EU level. This means that irrevocable damage could be suffered by a 
company between starting the administrative procedures and receiving the necessary authorisations. 


37. There is another fundamental reason that the paper industry and its partners remain opposed to the BU’s 
recourse to fiscal instruments. Ecotax will not get the job done in terms of achieving the EU goal of stabilisation 
of CO, emissions. We believe that the only route to stabilising emissions is improved energy efficiency, not 
higher energy prices, and this can be achieved by programmes that energy-intensive industries can support. 
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38. With the influence of energy costs on the balance sheet, energy-intensive industry already has 
considerable incentive for efficiency. These involve both the technical methods to measure consumption and 
managerial techniques to ensure the most efficient method of plant operation is used. Audit techniques to assess 
the plant and those responsible for the day to day operation are well established and form the basis of responsible 
energy programmes. From these, industry establishes the options for planning effective efficiency improvement. 


39. Discussion between EU institutions, Member States and industry is needed if technological innovation 
with lower environmental effects is to be encouraged. The potential innovate begins in national education 
programmes and builds through fundamental research, which need Government sponsored frameworks. Industry 
can participate in and convert theoretical science into practice technology, but cannot operate in isolation. 


40. Using so-called market measures is a recent political trend. They are attractive to politicians who 
recognise the importance to business of a good image in the market place. The European Eco-Label scheme 
for environmentally sound products, the EMAS and the ISO14001 standard, which recognise environmentally 
responsible companies, are examples of the intent to provide consumer assurance of corporate integrity. To 
succeed, such schemes must have acceptable criteria and can only be agreed with the knowledge of the 
processes concerned. 


41. Energy-intensive industries operate corporate policies to identify energy management systems which 
will: 


— provide an inventory of environmental effects and suggest economically feasible options for 
improvement; 


— move towards benchmark standards of energy efficiency for replacement of new installations of 
equipment, unit processes and insulation; 


— minimise overall energy consumption through the principles of process integration and combined 
heat and power generation, where economically and technically practical; 


— seek, where economically possible, to use fuels of lower environmental impact; 
— promote the awareness of all employees in respect of responsible use of energy; 


— develop internal energy expertise and identify energy responsible managers at appropriate locations 
with relevant skills at an operational level to implement company policy; 


— set targets for improvements and monitor progress at relevant levels—local, regional and 
commercial areas. 


42. Asan industry with substantial needs, members of the paper industry have a contribution to make to the 
understanding of sustainable development. Energy and associated pollution control costs are increasingly 
important factors of production, so the most efficient use of energy has both business and environmental benefits. 
This approach assumes national and market based improvement without the dead hand of taxation, which, for an 
efficient company, will merely be a tax burden and not an incentive to improve. Indeed, in these circumstances, a 
tax could hasten the displacement of such industry to elsewhere in the world. 


FORESTRY MATTERS 


43. The worlds paper and board is mostly derived from wood fibre. In the main, this is obtained from 
plantations but some is also obtained from national forests. The action of the industry, through its dependency 
on wood fibre, is to foster sound forest management and indeed, in some areas, is responsible for_substantial 
afforestation and reforestation. 


44. The issue of sustainable forest management (SFM) was a substantial subject at the “Earth Summit” in 
Rio and the subsequent Montreal and Helsinki communities are leading the way in defining the principles 
of SFM. 


45. The UK Government as a signatory to the Rio process, is committed to SFM and through its forest 
regulation enacted by the Forest Authority of the Forestry Commission, sets an excellent example for the world. 
Not all countries are so advanced and, because of this, some environmental action groups—some militant, others 
campaigning—have pursued their own definitions of SFM in advance of the intergovernmental process. Indeed, 
this action, in concert with the main customer groups of the paper and board industry at home and aborad, now 
threatens world trade in timber and forest products. At one extreme the industry is denied the use of substantial 
forest resources often without specific reason but at the whim of the environmental movement. The industry at 
large is prepared to establish its environmental credentials both in pulp production and forest management but 
believes Governments should retain their pre-eminent roles in the regulation and certification of SFM. This is 
not a matter that can be left to unrepresentative and undemocratic environmental pressure groups who, in their 
action, can bring about substantial restraint of world wide trade. 
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46. The Inquiry by the House of Commons Environment Committee into world trade and the environment 
is welcome. In the foregoing, broad detail is advanced that indicates that substantial distortion to trade both 
domestically and world wide is being effected in the name of the environment and that Government action at 
domestic, EU and WTO level is required to mitigate these effects. 


The Paper Federation 
February 1996 


Examination of witnesses 


Mr B C Bateman, Director, Business and Environment, Mr Davin J Gittett, Head of Safety and Environment, 
Mr Micuaev Stone, Director, Environmental Affairs, David S Smith Plc, Paper Federation of Great Britain, 


were examined. 


Chairman 


600. Gentlemen, can I welcome you to, the 
Committee and could I ask you to identify yourselves, 
for the record? 

(Mr Bateman) Thank you, Chairman. I am Brian 
Bateman, I am the Director of Business and 
Environment for the Paper Federation of Great Britain. 
On my right is David Gillett, who is Head of Safety 
and Environment at the Paper Federation. On my left is 
Mr Michael Stone, who is Director of Environmental 
Affairs for David S Smith, the largest recycfing 
company in the United Kingdom. In support, we have 
with us Mr James Fraser, who is Director of 
Communications, also for David S Smith, and Mr 
Dennis Brangwen, who is Manager of Trade Affairs. 

Chairman: Thank you very much. 


Mr Olner 


601. Good morning. Could you perhaps tell the 
Committee how reliant the UK paper industry is on 
international trade? 

(Mr Bateman) It is heavily reliant, in two respects. 
Firstly, it is a major exporter, it produces in the United 
Kingdom some six million tonnes of paper and board; 
of this, it exports 1.5 million tonnes, or thereabouts. 
This is valued in excess of a billion, the trade is 
essentially with Europe, mostly, but is also worldwide. 


602. Could you give us the percentage difference 
between what is exported to Europe and what is 
exported globally? 

(Mr Bateman) The figures are not immediately to 
hand, but in broad terms we would be looking at 
between 60 and 70 per cent to Europe. 


603. Could I ask, has that figure increased over 
the last five, ten years? 

(Mr Bateman) It has progressively increased, to 
the European Union. 


604. So, as I said, the UK paper industry has 
gradually grown in size and market? 

(Mr Bateman) That is true. The industry has 
grown progressively over the past ten years, or so. It 
suffered the decline of the early eighties, and in fact it 


suffered a decline principally as a result of the early 
expedition into EFTA by the United Kingdom and then 
later into the European Union. That penalised the 
industry specifically, but it has recovered from that and 
is now on a progressive increase in capacity and 
production. 


605. Would you be able to tell us how much of 
the paper industry, the work that takes place in that, 
how much of it is UK-owned and how much of it is 
foreign investment and foreign-owned? 

(Mr Bateman) The pattern has _ changed 
substantially recently, and you will forgive me if I do 
not have these facts immediately to hand, but in round 
words the industry is substantially foreign-owned now, 
of the order of 60 per cent of the ownership, but that 
is their ultimate ownership. All of the plants that 
operate in the United Kingdom are United Kingdom 
companies, they are registered in the United Kingdom, 
so whilst they have ownership abroad they are British 
companies. 


606. Can we perhaps turn to ecolabelling, and I do 
not know whether you were in to hear all of the 
evidence that ICI were giving? 

(Mr Bateman) We did. 


607. They certainly had_ difficulties with 
ecolabelling. On what grounds do you consider EC 
ecolabelling criteria for paper to be unfair? 

(Mr Bateman) Principally, it is the way in which 
the process has been constructed and in which the 
criteria currently reside: To give you certainly my 
credentials for making such a comment, in the first 
instance, I was engaged through the Paper Federation 
of Great Britain to advise the United Kingdom 
Government and the European Commission on how 
the process of ecolabelling should be set up. So 
certainly we came from the standpoint initially that we 
supported ecolabelling. As a principle, though, it has 
been progressively interfered with, politically, and 
currently has criteria that are essentially predicated on 
the basis of perception, and, for example, there is an 
AOX criterion, which is a prescription against 
organochlorines that is not accepted worldwide as 
being of environmental significance, but nevertheless 
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it is there. And, since the criteria themselves were 
developed principally by Nordic influences, and by 
modern Nordic influences, the initial process was 
brought together by the Commission, using Denmark 
as a lead country, but with Finland and Sweden, then 
not in the European Union, as critical advisers to 
Denmark. So it essentially has a Nordic evolution and 
the Nordic industry is characterised by being modern, 
supported initially by its own government and 
therefore in a position able to set the criteria, and able, 
in a sense, in setting those criteria, to compete unfairly. 
But, in the wider context, and to use the 
organochlorine criterion, that criterion is not used 
elsewhere in the world. 


608. What about life-cycle analysis as part of the 
criteria, could you perhaps expand on that a little? 

(Mr Bateman) Life-cycle analysis would be fine if 
it were applied critically; it is not, in this case. As 
far as ecolabelling is concerned, the life-cycle analysis 
should actually take a full assessment, to use the 
pejorative term, from cradle to grave, including the 
supply of raw materials and subsequent disposal; it 
does not. In a sense, as far as paper is concerned, and 
I emphasise as far as paper is concerned, the life-cycle 
assessment is truncated and looks principally at the 
operation of the process, the process of making paper, 
as opposed to how the paper is subsequently converted 
into a product. And if I could remind you, the 
regulation that came into being is actually intended to 
surround paper products, not the process of making 
paper, but essentially it has stalled on a process. If one 
now looks at that, what you should record, not only 
has the United Kingdom paper and board industry set 
its face against the current ecolabel process because 
we have been progressively, if you like, detached from 
it because of its political interference, but at a wider 
context. 


609. Could I ask where that political interference 
comes from? 
(Mr Bateman) Mainly from the Member States. 


610. Any in particular? 

(Mr Bateman) Germany, in particular, but it would 
be wrong to isolate particular countries, but it would 
be the stricter process, if you like, of sound science 
has been interfered with at a political level. 


Sir Irvine Patnick 


611. How do you define the political level? 

(Mr Bateman) At the Member State so-called 
Competent Body level, where they are driven 
specifically by their own political imperative, and 
typically Germany, where 


612. How does that manifest itself? 

(Mr Bateman) Inthe Competent Body discussions, 
with Germany insisting on a high dependence, for 
example, on recycling, and that in itself is not bad, but 
if you consider the early ecolabel, the Green Angel, 
the only reason to get the Green Angel is if you are 
100 per cent recycled. It has not one iota of relevance 
to those emissions that might arise from the recycling 
process, it is specifying a process rather than the 
environmental consequences of that process. And so 





the Green Angel, as a label, is thoroughly discredited 
as an environmental label. 


Mr Olner 


613. Could I ask what effect on trade the 
ecolabelling has got currently, and if there is not an 
agreed ecolabel throughout Europe where is the trade 
going to go? 

(Mr Bateman) Ecolabelling, as far as it goes, from 
a paper point of view, is limited to two paper products, 
toilet tissue and kitchen towels, and these two products 
actually do not travel very well, the reason being that 
they are very bulky and the cost of their travelling 
would largely be something that would inhibit their 
sales in neighbouring countries. And, to date, only two 
companies, and it is essentially one has actually 
applied for the tissue label, and that is in the United 
Kingdom. But if you look at the advertisements that 
have been put out by the Department of the 
Environment, on the one hand, and the United 
Kingdom Ecolabelling Board, on the other, and I 
quote: “The ecolabel is an award for products which 
have been independently assessed and judged to be 
better for the environment than others in_ their 
category.” And that is actually over the seal of the 
Department of the Environment; the other one says 
exactly the same. Now the ecolabel system is a 
voluntary process and therefore we have in the United 
Kingdom one company that has the ecolabel, but 
according to that it has been judged against others in 
their class; it is nothing of the kind, there has been no 
other applicants for the label, because the industry, in 
general, and if I repeat the point, the industry in 
general, not only in the United Kingdom but 
throughout the European economic area as a whole, 
the paper industry in general, has said it wants nothing 
to do with ecolabelling. It is not just in the United 
Kingdom. 


Chairman 


614. But if Sterling gets a big share of the market, 
assuming that the consumer decides that that is a better 
product, are you going to go on sulking or are you 
actually going to persuade your member companies to 
start applying? 

(Mr Bateman) Chairman, we are not sulking, let 
us be clear. 


615. It sounds a bit like it, I must say? 

(Mr Bateman) We actually come from the 
standpoint that the existing ecolabel process in the EU 
is bereft of sound science and is unfair in its 
application, and, because of that, at a European 
economic area level, and this is all of the industry, we 
have said we would much better follow this process 
by a far more robust approach, which is eco audit and 
management, and there are three strands of that, it is 
through BS7750, ISO14001, or of the European Union 
eco management and audit system. This will reward 
true environmental improvement. We believe the EU 
ecolabel does not do that, it just simply does not. So, 
Chairman, I can say, most strongly, we are not sulking, 
we have looked at this extremely carefully and we 
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have said, in our judgement, and that is throughout the 
entire paper industry of the European economic area, 
the EU ecolabel process is bereft of sound sense. And, 
I have to say, having worked with the UK Department 
of the Environment and the Danish Environmental 
Department, I am content that they have approached 
this with good intent, but actually at the European 
Commission level the whole process has_ been 
progressively mangled and you have a system whereby 
products are selected for ecolabelling on. a purely 
idiosyncratic basis, purely idiosyncratic. 


Mr Stephen 


616. I think you make a very good point here, that 
there are very powerful political forces at work in the 
environmental area, and it is very important that efforts 
to protect the environment are always based on a 
sound scientific footing. 

(Mr Bateman) Yes. 


Mr Gerrard 


617. Can I just follow up a couple of points you 
have made. You mentioned the prescription against 
chlorinated organic compounds. Now are you 
suggesting that perhaps there was something political 
behind that, that it would favour certain countries 
against others, that there are particular conditions in 
the UK industry which make that a problem? 

(Mr Bateman) | think, behind it, the point is, yes, 
it could favour some countries, for example, if you 
look at Germany, there has been a_ complete 
prescription against the use of chlorine, there has been 
a clear campaign against the use of elemental chlorine, 
there has been a campaign in Germany for products to 
be totally chlorine-free, and the drive for low 
organochlorines actually emanates principally from 
that area, but they extend too into Scandinavia. The 
most important thing is not the use of chlorine, in our 
judgement, it is not the use of chlorine, per se, but 
what emissions are made. 


618. In your evidence you said you support the 
concept of ecolabelling, and in your paper that you 
submitted you said “providing that the process was 
based on the following” and gave a number of criteria, 
one of which was life-cycle analysis, and another was 
“end products rather than specific process by which 
products are made.” I am not sure how those two 
marry together, how you can say we want to look at a 
life-cycle analysis but not look at the specific process 
by which products are made? 

(Mr Bateman) 1 could explain. The life-cycle 
analysis must look at the recovery of the raw materials, 
which in the case of paper are originally from the 
forest, they must look at the transport of those 
materials to where they are subsequently made into 
paper, they must look at all of the process emissions 
arising from the making of that paper and they must 
then look at the transport of that product to market, the 
use of that product in the market-place and _ its 
subsequent disposal. In its principal application in the 
EU process it does not do that, it simply looks very 
sharply at the paper-making process. And to illustrate 


that, a mill in the north of Finland would be counted 
as if it were in the United Kingdom because there is 
no account taken of the distance between Finland and 
the United Kingdom. So an equivalent mill in the north 
of Finland and in the United Kingdom would be 
counted entirely equally, if their emissions were equal, 
but there is no account taken of the transport between 
Finland and the United Kingdom. That 1s an example 
of where the process is deficient. 


619. I understand that point, but I am not sure, 
again, how that matches with the statement on paper, 
because you have referred to processes by which 
products are being made? 

(Mr Bateman) Yes, but the process of making 
paper is only one stage, it then has subsequently to be 
taken and converted into paper products, and the 
ecolabel regulation is intended to apply to products, 
not the process of making paper. But, in actual fact 
and in its application, the criteria relate solely and 
completely to the process of making paper, they do not 
actually relate to anything either further upstream or 
either further downstream, and that is where they are 
deficient. 


Mr Olner 


620. But is not this the real conflict, that you have 
mentioned Germany before and how they are heavily 
into the recycled end, you said earlier that 60 per cent 
of the UK paper industry is probably Nordic-owned, 
so they are coming from a different standpoint? 

(Mr Bateman) With respect, I did not say 60 per 
cent of the industry was Nordic-owned, I actually said 
60 per cent of the industry was internationally-owned. 


621. Yes, but mainly from the Nordic countries, | 
think I heard you say? 
(Mr Bateman) No, not quite. 


622. But is not that the real conflict, is not this 
why your industry are so against the ecolabelling 
system, because there is a conflict between using 
virgin fibres and using recycled paper? 

(Mr Bateman) No; because there is no conflict 
between using virgin and recycled fibres, they are both 
essential, they are part of a continuum, you actually 
cannot have recycled fibres without the virgin fibres, 
so they all fit together. Certainly, in the ecolabel 
context, they are predicated against the basis that 
recycling is better, and that is part of what we dislike 
about it, when actually they should be assessed purely 
and properly on emissions to the environment. 


Mr Thomason 


623. It would be fair to say you are great 
protectionists, when it comes to recycled paper, would 
it not? 

(Mr Bateman) Would we say that, Michael? 

(Mr Stone) I hope we would not say that. The 
paper industry is a global industry and, certainly across 
Europe, it is an industry where there is a great deal of 
trade, and we as a company depend very much on our 
own exports from here to Europe and accept that there 
is quite a bit of import into this country; we need to 
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import a certain amount of virgin fibre in order to 
continue to recycle. We ourselves as a company, 
although we are a British-owned company, and proud 
of it, have mills abroad, we do not particularly see a 
protectionist element in that. I think that is unfair. 


624. You have given evidence, paragraph 17: “As 
far as central and local government are concerned, it 
makes economic and environmental sense to 
facilitate the collection of waste paper by the paper 
industry”; “facilitate” normally means providing 
resources of one sort or another. That is 
anti-competitive, and therefore is not motivated by free 
trade, is it? 

(Mr Bateman) That actually is a_ particular 
interpretation of your own comment, I would say. We 
would actually not see it that way at all. Certainly, in 
the context of paragraph 17, what we were saying, it 
makes, as you say, economic and environmental sense 
to facilitate the collection of waste paper by the 
industry. You must earnestly believe us when we say 
we actually depend crucially upon waste paper for 
production in the United Kingdom, we are the largest 
recycler in the United Kingdom, we recycle four 
million tonnes of paper, we have plans to extend that 
amount of waste paper consumption from four to six 
million tonnes by the turn of the century. 


Sir Irvine Patnick 


625. That is providing the prices stay high, 
because I can remember when you could not get rid of 
waste paper? 

(Mr Bateman) If you will forgive me, I would like 
to continue the point. We will extend our consumption 
of waste paper to six million tonnes by the turn of the 
century, provided that we can actually get a guarantee 
of the supply. Because backing that expansion is 
considerable investment; we want to invest in the 
United Kingdom and, in order to do that, we must have 
a guaranteed supply of material. At the moment we 
collect and use something over four million tonnes; we 
will require to go into the five million tonnes that is 
currently landfilled or incinerated by local authorities 
in order to achieve our objective. Therefore, what we 
have to do is create alliances with local authorities, 
such that their actions will facilitate our collecting the 
waste paper that they currently, preferentially, landfill. 
Local authorities do not, as many of you know, meet 
specifically, to any degree, the recycling targets set to 
them by Government; the average 





Mr Olner 


626. But you keep changing the price; you keep 
changing the price. 

(Mr Bateman) No; please, the point is worth 
developing. Government have set local authorities the 
target of recycling 25 per cent of the domestic waste. 
The average of 400 councils in England and Wales at 
this moment is 5.1 per cent; now that is because they 
are preferentially landfilling or incinerating the 
majority that comes into their hands. We actually want 
to get some of that material. We have traditionally paid 
for our waste paper, traditionally; exceptionally, we 


have actually got into a position where we were able 
to charge for waste paper. That is the ebb and flow of 
the market, I am afraid. In Germany the position is 
very, very different. 

(Mr Stone) If I may, Chairman, I am interested in 
Mr Olner’s comment that we keep changing the price, 
because it is a very important point, I think. The price 
for waste recovered material is effectively an 
international price, it is an international commodity; it 
is not a price that we can set ourselves in this country, 
not taking into account what happens in other parts of 
the world, particularly in America and particularly on 
the rest of the Continent. And what we have found 
over the last two or three years, when indeed the price 
has fluctuated very dramatically from a negative value 
to a positive value and back again to a nearly negative 
value, is that you have global influences on these 
materials, either a considerable amount from the Far 
East markets, where there is an increasing, a growing 
paper industry, without the recycled raw materials 
available, collected, to fuel that, or where you have a 
situation, as you have had and where you are likely to 
have again, I think, on the continent of Europe, where 
you have waste materials collected very often as a 
result of, if you like, political intervention. The 
European Directive will result no doubt in the 
provision of a large amount of new materials on the 
market, which will simply have the effect of 
depressing the price. And I am not sure that it 1s the 
case that the paper industry controls the price entirely, 
the price, the value of waste materials, as an 
internationally traded commodity, is subject to very 
serious and quite uncontrollable, even on a national 
basis, influences. 


Mr Thomason 


627. Can] still come back to the word “facilitate”, 
because I do not think you have, at least not to me, 
given an explanation as to what you mean by facilitate 
central and local government to maintain a stable 
supply of waste paper for recycling purposes? 

(Mr Bateman) Maybe I would address it directly. 
We would like local government to facilitate the 
collection by the industry of waste paper that they 
would otherwise put to landfill; they can do this 





628. Do you mean you require them to undertake 
operations, at their expense, for the collection of 
waste paper? 

(Mr Bateman) No. What I would prefer that local 
authorities do is let us do what we are good at, which 
is actually collecting and using waste paper; they can 
facilitate the process by easing replacement of paper 
banks, allowing door-to-door collections, removing 
planning restrictions, some of them arbitrary, on the 
placing of paper banks, such that we, as an industry, 
can put the facilities for greater collection in place. 
We would like the right and appropriate distribution of 
recycling credits, which are largely held within the 
local authority structure, either a waste collections 
authority or a waste disposal authority, they are in the 
main not actually passed through to the industry that 
is actually doing the recycling, in the main they are 
retained. Provided a number of those issues came 
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forward then we would actually consider that to be 
facilitation, but essentially the main facilitation is we 
want local authorities to, if you like, avoid the cost 
to themselves, because they actually are traders in the 
market-place, when local authorities, we believe, ought 
in the first instance to be regulators, and local 
regulators, and not traders, as Mr Stone has outlined, 
in waste paper, which is essentially an international 
market. 

Mr Thomason: Now let me look at another aspect 
of your potential protectionist credentials, because you 
indicate that you do not wish to see recycled paper 
imported, only virgin fibre should be imported; now 
that is hardly the words of a free trader, is it? 


Chairman 


629. Or an international market? 

(Mr Bateman) My words were not as prescriptive 
as you suggest. What I actually said, and you might 
have to prompt me on the paragraph, but I am actually 
going to remember it, what we are trying to do is 
recycle to the best of our ability in the United 
Kingdom; in order to do that, we need to recycle those 
papers that currently come into the United Kingdom. 
Now if those papers that came into the United 
Kingdom were predominantly recycled in_ their 
content, all that will happen is the moment we start to 
recycle them a proportion of that paper will 
immediately go to landfill; therefore, we have not 
recycled anything, we have actually just increased our 
landfill burden. If I may continue. We have, in the 
United Kingdom, an immense resource of waste paper; 
as I have said, we collect and recycle four million 
tonnes and there are five million tonnes going into 
landfill. We need fresh fibre, and that fresh fibre can 
come from our own forests, which are poor in cover, 
that fresh fibre can come in the form of imported pulp, 
or that fresh fibre can come in the form of imported 
papers. I merely made the point that the prescription 
in other countries for minimum recycled content is 
fine, but if that now means that we are importing 
papers with an increasing recycled content it will 
ultimately limit our ability to recycle, at the same time 
as unnecessarily increasing our own landfill. 


Mr Thomason 


630. You see, listening to the evidence which you 
gave earlier, I gained the distinct impression, and you 
must correct me because obviously my impression is 
wrong, that the objective of your industry is to build 
up a large recycling organisation here and to exclude 
foreign competition, which is probably in breach of 
WTO regulations anyway, but that is what you are 
seeking to do, because you told us that you were going 
to try and build up a recycling industry which was 
something like 50 per cent larger than the current one, 
I think those were the sort of figures you were talking 
of. Here you are then telling us that you will do that 
by excluding the importation of recycled fibres? 

hl Bateman) With respect, I did not say that at 
all. 

(Mr Stone) Mr Chairman, if I may speak on behalf 
of the company for whom I work, we make a million 


tonnes of recycled paper in this country, we also make 
a considerable amount of recycled paper in France, for 
example. We welcome and expect to see a free trade 
movement of materials, we are large exporters of paper 
and we can hardly, on the one hand, expect to export 
and not also expect free trade in imports. I can assure 
you that there is no element of protectionism in our 
view of the world from that point of view. The point 
that I think is of importance to us is that there should 
be a level playing-field across Europe in the price and 
provision of what is our basic raw material for 
recycled paper, which is waste paper, and I think that 
is an area which is of great concern to us. We have 
found in the past that the fluctuations in the value of 
waste materials in the Continent have been driven not 
by the market but by other influences, particularly the 
political, if you like, influences that have caused waste 
paper to be collected, and that is of greater interest to 
us than the question of free trade. Free trade is 
something which we welcome, which we expect, 
which we anticipate and which, in the long run, we 
believe is the only solution for us. So, certainly from 
the point of view of my company, which, as I say, is 
a very major provider of paper materials, manufactured 
paper materials, there is no question of protectionism 
at all. 


631. But you cannot sign up one moment to a ban 
on recycled paper entering the United Kingdom and 
the next moment seek to—well, that is what you are 
talking about? 

(Mr Stone) Mr Thomason, we as a company do 
not wish, are not seeking and would not expect a ban 
on recycled material at all. 


632. I hear what you say; the evidence from the 
Federation seems to be different, because you have 
asked that only virgin fibres should be imported into 
the United Kingdom? 

(Mr Stone) 1 think that is not what we are asking 
for. 

(Mr Bateman) May | correct that interpretation, 
and paragraph 16 is the relevant paragraph: “To 
maximise the ability to recycle in the UK, imports 
should, as far as possible, be based on virgin fibres.” 
This is predicated on the basis we need fibre in order 
to recycle. 


633. But that is a call not to import recycled 
material, is it not? 

(Mr Bateman) It is not that at all, it is merely an 
observation that, in order for us to recycle, we have to 
reflect on how we obtain our fibres for recycling. 


Chairman 


634. But, surely, fibres can actually go round 
about six or seven times, can they not, before they 
really degrade too much to be recycled? 

(Mr Bateman) Yes. 


635. Now, given the amount of paper that ends up 
going down the toilet, surely you cannot really worry 
if, in fact, a small amount comes in that is recycled? 

(Mr Bateman) Let me put it another way, 
Chairman. If we look at, say, Canadian newsprint, we 
have the situation that waste paper is exported from 
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the United Kingdom to Canada, to be made into new 
newsprint which then comes back to the United 
Kingdom. I am simply asking you, is that sensible? 


Mr Thomason 


636. Is it not market forces? 
(Mr Bateman) It is market forces on one hand, but 
it is actually environmentally unsound on another. 


637. So where something is environmentally 
unsound protectionism is justified? 

(Mr Bateman) I am sorry, I did not say that. 

Mr Thomason: I think perhaps we are going in 
circles. 


Mr Stephen 


638. Am I right in thinking that the process of 
recycling paper uses large amounts of energy, mainly 
in the production process but also, of course, in 
transporting the waste paper to the paper mill, and that 
it also uses chemicals, some of which are quite noxious 
chemicals, which have to be produced and disposed 
of, and that the production of recycled paper is not 
necessarily more environmentally friendly than the 
production of new paper; am I right in thinking that? 

(Mr Stone) 1am not sure that the last question is 
proven. I would not like myself to say whether the 
production of virgin fibre has more or less emissions 
than the production of recycled fibre. Certainly, it is 
not the case that there are noxious chemicals that are 
used in the production of recycled materials; we 
simply put the stuff into a hydropult(?) with water. So 
I think that, as far as we are concerned, the. emissions 
in that sense and the amount of chemicals used are less 
in recycled paper rather than vice versa. 


639. What about the de-inking process? 

(Mr Stone) On the question of the process, the 
amount of energy used and the amount of energy used 
in collecting material, you are, of course, right, all 
paper requires a considerable amount of energy to 
produce it, whether it be recycled or whether it be 
virgin. If you collect material and take it to a paper 
mill, yes, you are indeed using energy to do so, the 
bulk of the materials collected are hopefully collected 
within a reasonable distance of the mill where they end 
up, and, of course, you have to remember that 
materials collected in the UK and sent to a UK paper 
mill at least stay within the UK. If you are making 
virgin material then you have the transport costs of the 
timber to the pulp mill and you then have the transport 
cost of the paper across Europe, or the Atlantic, or 
wherever it is, to its final destination. So I am not 
certain and I do not think there have been any studies 
which viably prove, one way or the other, that from a 
life-cycle analysis point of view recycled material is 
any better or worse than virgin material: you need 
both. 


640. It would be wrong for the public to assume 
that recycled paper is _ necessarily more 
environmentally friendly than new paper? 

(Mr Stone) I think that is true. My own view of 
the matter is that it is horses for courses. We need a 


certain amount of virgin material in this country, 
clearly, in order to continue to have a recycled 
industry, some materials are cheaper and _ better 
produced, some materials have different end uses; it is 
really a question of the end use and the appropriateness 
of the material within the total compass of the 
environment in which you are working. We need a 
recycled industry in this country, clearly, and there is 
a viable recycled industry across Europe. 


641. Can I turn to the EC proposals for a carbon 
tax, which contain, rather perversely, if the purpose is 
to reduce energy consumption, the idea that the people 
who use the most energy should get an exemption; but 
what do you think would be the effect on the United 
Kingdom paper industry if the EC were to introduce 
such a carbon tax, with or without the exemption to 
which I have referred? 

(Mr Gillett) In fact, Mr Stephen, you have already 
touched on part of the answer in your previous 
question, in your previous point, about the energy 
consumption. Because there is no doubt at all that we 
are a major energy user, we accept that, and it is part 
of the reason why we have been working very closely 
with the Government and with other interests for a 
number of years now, looking at the management of 
this important resource. We see little benefit at all in 
an eco tax. Inevitably, there is a competitiveness 
argument in this, but if we come at it from the point 
of view of where you, gentlemen, are particularly 
interested, it is, in fact, in the impact that the 
energy-using processes have. And all the way down 
the work that we have been doing, and we can quote 
you several examples of it, our concern has been with 
energy efficiency, that we use the energy properly in 
the first place. Now, having said that, there are within 
the EC sensible energy management programmes that 
we would encourage other members of the Community 
to use, they are set up for exactly the same principles 
as we are coming from gn energy conservation and 
energy efficiency. There will inevitably be an impact 
on our industry in the UK, if, in fact, we have a tax 
imposed upon us, on an industry where enormous 
strides have already been taken on energy efficiency 
measures, where it will be far more difficult for those 
who are already pretty good to improve still further, 
yet others, who are not at that stage, will perhaps 
benefit far more than we shall. 


642. Is it right that even without a carbon tax 
energy costs in North America are 30 to 50 per cent 
below those costs in Europe? 

(Mr Gillett) Yes. 


643. And have you noticed any evidence of 
paper-making companies relocating to North America 
because of the lower energy costs? 

(Mr Gillett) Not to North America, no, but, if you 
look at the wider issues that are being discussed now, 
the possibility of a drift out of the UK, in fact possibly 
out of Europe altogether, is something that should not 
be overlooked in the circles where these decisions are 
taken. It is a critical possibility. 


644. And energy costs would be, of course, only 
one factor, but in your industry a very important 
factor? 
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(Mr Gillett) A very significant factor in our total 
production costs. 


Chairman 


645. What sort of percentage? 

(Mr Gillett) It really does depend what type of 
products you are in, not whether it is virgin or recycled 
but the type of product, as an entity, but somewhere in 
the region of 25 to 30 per cent is common. 

(Mr Bateman) At the upper end, I should say; in 
the main, it is between 10 and 20 per cent. 


Mr Stephen 


646. If such a tax were to be introduced, and you 
have touched on this already but let me ask you 
specifically, do you think your industry would be able 
to make sufficient energy savings, by increasing the 
efficiency with which you use energy, to counteract 
the effects of the tax; of course, it would depend on 
the level of the tax, but projected? 

(Mr Gillett) Indeed so; we are talking of the 
principle of a tax as much as we are the quantum of 
cost. If you take into account that.our industry has 
recently come under the integrated pollution control 
_ Scheme fof its processes, it is already there so far as 
its combustion plant is concerned, whether above or 
below the 50 mark; we are already making 
improvements under the direction of either the 
Pollution Inspectorate or the local authorities, and that 
has been a continuing process now for several decades. 
There is a limit as to how much more js available to 
us, and a tax can only then add to our total costs, 
without us being able to make any appreciable 
environmental benefit at all. 


Sir Irvine Patnick 


647. Mr Bateman, I see that you represent the 
Paper Federation of Great Britain. I assume there is a 
similar creation in Germany, in France, in similar 
things? 

(Mr Bateman) Yes. 


648. Does that have a parent body? 
(Mr Bateman) Not a parent body. We have 
actually an association of associations. 


649. A loose federation of independent states? 

(Mr Bateman) They are all independent states, but 
we have a European body, where all of our 
associations come together. 


650. So when you speak, you speak on behalf of 
the Great Britain one, but not on—how does it tie in 
with the European? I am trying to follow, you are 
saying there is this general shift from Europe to other 
countries, that we cannot ship materials from export, 
or import, is the feeling I get, and this would mean 
then that Germany keeps its own waste paper, France 
keeps its own waste paper, which as far as I see it is 
against all the European legislation that there is? 

(Mr Bateman) May | say, we have not at one 


moment suggested that Germany or France should 
keep its own waste paper. 


651. You said to Mr Thomason, when he asked 
the question, and I will try and rack my brains as 
carefully as I am able, that it could well be that some 
companies would go elsewhere to work, outside 
Europe, I think were the words, because of the 
situation here in the United Kingdom. I got the distinct 
impression that, please forgive me if I put this as 
bluntly as whatever it is, “If you don’t play the game 
we want, we’ll take the bat and ball, and the stumps, 
home’’? 

(Mr Bateman) May I hasten to say that is not what 
we have said, and, on the specific point that you make, 
there is a free trade of, largely free trade of waste paper 
that comes from all countries. We have been, until this 
past year, a major exporter of waste paper, a major 
exporter, but in the middle of the year the supply 
position got to the ridiculous extent where we turned 
ourselves from a major exporter of waste paper into a 
major importer of waste paper, and, may I say, that 
was a major importer of waste paper when we, as a 
country, were landfilling five million tonnes. That, I 
would suggest, gentlemen, is absurd. 


Chairman 


652. You are not in favour of a carbon tax but 
you are fully in favour of a landfill tax; they are both 
environmental taxes. 

(Mr Bateman) As far as landfill tax is concerned, 
we believe that that actually brings discipline into the 
UK market, in particular, because it actually makes it 
far less easy for people simply, through an 
idiosyncratic business decision, to landfill material. It 
also imposes a discipline on those local authorities 
who wish, simply because they want to do it, to landfill 
material. It is a waste of resources. We see the landfill 
tax as being one way of actually reminding people of 
a better way to use resources, and from our standpoint 
that actually helps us in our endeavour; so, if I could 
use the word “facilitate”, the landfill tax, in one way, 
facilitates our business, therefore we are all for it. 


653. Iunderstand the whole point about discipline; 
the thing is, I just thought that a carbon tax was aimed 
to produce the same discipline. And you told us about 
the 20 per cent costs of fuel for your plants; what is 
the percentage for the most modern and efficient ones? 

(Mr Bateman) Forty. 


654. Forty; so it actually has gone up then? 

(Mr Bateman) No. It depends on the product, it 
depends very much on the product. And may I say that, 
the carbon tax, and may I put this point very clearly, if 
a company is abundantly efficient on its energy 
efficiency, a carbon tax merely is taxation, let us see 
it as taxation, it will not affect the operation of the 
company one iota; whereas, a process of encouraging 
energy efficiency in overall terms will be beneficial. 
But carbon tax is too blunt. 


Mr Stephen 


655. It would make sense, would it not, in an 
industry where energy costs are such a high proportion 
of your costs, that you already have a very substantial 
incentive to reduce those costs? 
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(Mr Bateman) Yes; indeed. 


(Mr Stone) Mr Chairman, may I make a point 
about your interesting observation that we are in 
favour of a landfill tax but not of a carbon tax. What 
I think we want, more than anything else, is a level 
playing-field, and one of the great difficulties that has 
arisen over the last two or three years is that the cost 
of landfill across Europe varies enormously, from 
perhaps £170 a tonne in Germany to perhaps £15 and 
less in this country; that has been a major differential 
in forcing materials onto the market-place and, 
certainly on the Continent, in controlling the value of 
waste materials. And I think one of the reasons why 
we are happy with a landfill tax in this country, from 
our point of view, is that it does go some small way 
towards improving the situation where there might be 
a level playing-field, and that really is the important 
thing for us. Competition is something which we are 
entirely happy with, but what we do want to see is 
equality of conditions across Europe and between 
ourselves and the rest of the world. 


Mr Gerrard 


656. In the part of your evidence dealing with 
forestry, you had some rather scathing things to say 
about voluntary standards for sustainable forestry, you 
talked about “unrepresentative and undemocratic 
environmental pressure groups” having too much 
power. What harm have voluntary standards done? 


(Mr Bateman) Let us just take this one stage at a 
time, if you would not mind. In the United Kingdom, 
forestry is regulated by the Forestry Commission, 
through Forest Authority, it is the only regulatory body 
in the United Kingdom to regulate both the 
management and certification of products from the 
forest. The United Kingdom, as a signatory to Rio and 
the work post-Rio, is committed to sustainable forest 
management and management of resources. The 
undemocratic pressure group that I referred to is the 
Forest Stewardship Council, it is established in 
Mexico, it has set its own standards for what it decides 
are sustainable forest management, and it is moving 
ahead of the mainstream, it is moving ahead of 
government here, and it is moving ahead of 
governments elsewhere. And, collectively, it has 
developed very quickly and has, certainly in the United 
Kingdom, captured the attention of a large part of our 
market, and this market is now saying to us, “We will 
take your paper provided that it complies fully with 
the requirements of the Forest Stewardship Council.” 
Now it is not just one company that is doing that, it is 
a large group of companies and they have currently 
embodied themselves in a grouping called the 1995 
Plus Club. We feel that this is just as much a restraint 
of trade, when internationally the process is being dealt 
with at a government level, when internationally there 
is an organisation, the International Standards 
Organisation, which contains all major countries, very 
few are not in there, and those that are not in there 
are mainly not there for resource purposes, and the 


International Standards Organisation is quite capable 
and, indeed, willing to bring order into this process. 


Chairman 


657. Very slowly? 

(Mr Bateman) That is a perception. Forests are 
being certificated against the environmental 
management standard 14001 now, as we _ speak. 
Therefore, as a certification process, it has the same 
value, if I can put it that way, as the Forest 
Stewardship Council proposals; all are rooted in the 
basic premise that you must comply with national 
regulations. But in the case of the Forest Stewardship 
Council those further regulations are prescriptive, very 
prescriptive, and they have been, as I say, purveyed to 
a large customer source, and that customer source is 
saying to us, “We will not buy your products unless 
they comply with these principles” and we think that 
is anti-competitive. 


Mr Gerrard 


658. If a customer source is saying that to you, | 
am not sure how you can argue that that is a restraint 
of trade; surely, you are in business to supply the 
customer what the customer wants? 

(Mr Bateman) That is true, but it is the collective 
action that disturbs us. 


659. Presumably, this collective action is being 
applied to anybody, not just to British paper suppliers. 
So how does it restrain your. trade in the UK? 
Everybody is in the same boat. 

(Mr Bateman) I can widen it, that the international 
forest industry is not terribly thrilled with the Forest 
Stewardship Council. ; 


660. What evidence have you for that? 

(Mr Bateman) Simply because in the international 
arena we are working together with the International 
Standards Organisation to bring what we would regard 
as fair and proper international standards, not those 
that have been dreamed up by a group in Mexico. 


Chairman 


661. What is wrong with their standards? 
(Mr Bateman) They are unduly prescriptive, and 
if a 





662. What you are saying is they are setting high 
environmental standards and you want non-existent 
standards? 

(Mr Bateman) No. With respect, Chairman, that is 
not what I said, that is your comment. The standards 
that are being put forward by the Forest Stewardship 
Council have not actually been discussed in detail with 
industry, they have actually not agreed those with 
industry-—— 


663. Why should they discuss them with industry; 
surely, it is perfectly legitimate for them to be 
concerned about the environment in the forests and 
then give you a chance to try and comply, rather than 
dilute environmental standards to meet what you want? 
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(Mr Bateman) It is implicit in your comment, 
Chairman, that you believe that the Forest Stewardship 
Council actually have the environmental high ground 
and actually should have the responsibility. 1 would 
refute that completely. The industry here and 
worldwide is very environmentally responsible in its 
forestry operations. If you look in the literal 
interpretation of the Forest Stewardship Council 
regulations, of which there are ten, with a large degree 
of sub-regulation, they are unduly prescriptive, 
idiosyncratic, and if applied would make it extremely 
difficult for many people to purvey their trade 
completely. 


Mr Gerrard 


664. But it is not going to go away, is it, because 
it is based on what customers are saying they want? 

(Mr Bateman) I would not, for one moment, say 
that it would go away, but I think there needs to be 
greater dialogue between industry and the Forest 
Stewardship Council, and the Forest Stewardship 
Council and the International Standards Organisation. 
And certainly the Forest Stewardship Council, in 
putting their proposals forward, have actually said the 
International Standards Organisation, which is a highly 
respected and international body, is not representative. 


Chairman 


665. Itis very representative of trade interests, but 
not very representative of environmental interests. 

(Mr Bateman) Sorry, Chairman, that, in itself, is 
incorrect. The International Standards Organisation is 
serviced by the national standards bodies themselves, 
they are the interlocutors with the international 
standards organisations and they themselves are 
charged with taking on board all people who have 
interests in the subject matter, and that includes 
environmental organisations, all stakeholders, if I can 
use that piece of political jargon at the moment, all 
stakeholders have a view, and they can be taken on 
board at a national level and then put forward at the 
international level. 


Mr Gerrard 


666. I can understand that you obviously feel 
strongly about this, but is it really true that, as you 
suggest, again, in your written evidence, the actions of 
the Forest Stewardship Council are threatening world 
trade in timber and forest products? 

(Mr Bateman) They can threaten the flow of trade 
in timber and paper products; they can. 


667. Are they doing that? 


(Mr Bateman) They are. 


668. You believe that is happening now? 
(Mr Bateman) | know it is the case. 


Mr Olner 


669. Chairman, before we finally leave this, could 
I perhaps turn your attention again to recycling and 
waste paper collection and whether you can 
differentiate between waste paper collection and card 
collection, because I fear that what you said earlier 
will upset many, many local authorities, because it is 
the price difficulty, whether you do it or whether 
anybody else does it, I do not know, but there will be 
many local authorities in this country who set up card 
collection, who got all the equipment to crate it, 
compress it, and what have you, and the bottom 
dropped out of the market? 

(Mr Bateman) Yes. 


670. What you have said to the Committee today 
is a different, I think, scenario than most local 
authorities would be telling you? 

(Mr Bateman) May I, in answering your question, 
if you look at the data that local authorities have to 
publish under the Citizen’s Charter and if you analyse 
that information and you look at the price that local 
authorities, or the cost that local authorities incur in 
the recycling of the material, it generally is excessive. 
And if I quote, and you will have to forgive me, it is 
by recollection, the City of London, as published, for 
every tonne of domestic waste that they recycle it costs 
them around £350, you will have to forgive me if it is 
not quite that, but it is that order, I can tell you. Now 
for local authorities to get involved in this process, 
investing, as you say, they then have a natural 
expectation as to what they should have for their 
product, they have actually entered the market-place 
and they have a natural expectation of some payment 
relating to their costs and equipment. If that 
expectation bears no relationship to the international 
market price for their product then, unfortunately, that 
is the problem, that is a problem that they have to live 
with. What we have said is that we would much rather 
that they allow the industry to forge links with them 
so that we actually, preferentially, take the 
responsibility for the collection where we want it, that 
local authorities should, as far as possible, in fact, 
benefit by avoiding the cost of getting involved. In 
other areas we would want them to be involved to 
allow us properly to get at the material that they are 
simply landfilling. 

Mr Olner: I think we need to come back to that 
later, Chairman. 

Chairman: Right. On that point, can I thank you 
very much for your evidence. Thank you. 
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Chairman 


671. Ambassador, can I welcome you to the 
Committee. Can I, on behalf of the Committee, thank 
you very much for volunteering to come and give us 
evidence, we very much appreciate it, and could you 
identify your colleague, for the purposes of the record? 

(Sr Barbosa) Mr Bruno Bath is First Secretary of 
the Embassy in charge of Environmental and Human 
Rights Affairs. 


Chairman: Thank you very much. 


Mr Thomason 


672. Good morning, Ambassador. Could you 
summarise Brazil’s perspective on trade and 
environmental issues? 

(Sr Barbosa) In the last couple of years, Brazil has 
changed dramatically its perception in relation to the 
environment. For a long time we adopted a very 
defensive position, but now we focus on this problem 
with a completely different view, and new regulations, 
domestically, have been taken to preserve the 
environment and give incentives to environmentally 
friendly projects. Today, around 80 per cent of the 
Brazilian industries are adopting environmental 
regulations, and the Government has taken a number 
of measures to deal with this problem. In relation to 
the Amazon, a set of policies has been adopted there, 
such as ecological and economic zoning. We adopted 
also what we call there a “green protocol”, which is an 
important step forward in the greening of the Brazilian 
economic policies. This involves transfer to the 
domestic area of the conditionalities that international 
financial institutions have adopted, so the official 
banks in Brazil, only lend money provided that 
specific conditions are met by the projects applying for 
funds. This is new, and there are other measures that 
we have been taking in this connection. As far as trade 
and environment, we are very much concerned with 
the frequent use of trade measures to protect the 
environment. We think that it is important to preserve 
the environment, measures have to be taken, we accept 
these rules, but we are concerned that some of these 
measures are used in a way that allows for 
protectionist barriers to be erected against foreign 
imports. We think that free trade, especially in the last 


decade, when free trade was an important engine for 
development and growth in Brazil, is important for 
environmental protection. We have a greater trade, we 
have a greater economic growth, an increase in the 
per capita income, and thus a greater possibility of 
allocating resources for environmental protection. This 
is the official view we have. So restrictions on exports 
of developing countries, in our view, contributes to 
maintain the state of poverty in many countries and 
environmental degradation. So we are very much 
concerned about this aspect, that is why we follow 
what is called sustainable development, and this has 
been consistent with what has been approved in the 
Rio Conference, in 1992, the Agenda 21 and the Rio 
Declaration. These are the main pillars of our policy. 
We think that the question of trade and environment is 
an important global issue in the new trade agenda. 
There are a number of global issues, this is one of 
them, and we support the role of WTO in preserving 
free trade and combatting protectionism. We support 
the adoption of measures to protect the environment, 
provided that these rules are not discriminatory and do 
not imply any extra-territorial application. We support 
also the multilateral treatment of issues relating to 
trade and the environment, consistent with WTO. And, 
speaking about WTO, with this I end _ these 
observations, we think that the regulations included in 
the WTO agreement, especially in Article XX, which 
deals with this question of exceptions to the general 
rule of free trade, allows the use of trade measures to 
protect the environment. I refer to Article XX(b). Also 
we think that the provisions included in this Article do 
not allow the use of trade measures with a view to 
extra-territorial application of Production and Process 
Methods. 


673. Could I ask you, in response to the first part 
of your answer to me, over what sort of timescale your 
Government envisages its environmental policies 
coming to fruition? You referred in some detail to the 
proposals which you have to improve the environment 
in Brazil, that you are working on these and taking 
great steps forward, but, clearly, not all those policies 
will yet have achieved the maximum of which they are 
capable. Can you give us some indication of the 
timescale? 
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(Sr Barbosa) Rio, in 1992, a package deal was 
approved and not only regarding obligations to comply 
with rules to preserve the environment, but also the 
countries taking part in that meeting they agreed to 
provide finance for developing countries. As you 
know, Brazil is a vast country, the Amazon, the area 
which is focused on frequently abroad, occupies nearly 
a third of our country, and this is equivalent to half of 
Europe, and the human resources, and the financial 
resources we have are clearly not enough to provide 
all we need to monitor what is going on. And, as you 
know, the pilot plan of the G7 approved to deal with 
this question has not been implemented. Only one 
country provided some money for implementation of 
some of the policies in the area. So, answering your 
question, I think that what has been achieved in the 
last three or four years in Brazil, in relation not only 
to the preservation of the forest but also on the 
question of a green stamp (as an environmental label), 
and parameters for adequate use of products with their 
impact on the environment, has been enormous. And I 
think that it is difficult to state a certain number of 
years, or a definite period of time in which all the 
problems we have will be adequately tackled, because, 
being a vast country like ours, we have a diversity of 
problems and a shortage of resources to deal with all 
of them. 


674. Specifically, for the moment, concentrating 
on Brazil, and I appreciate that Brazil often speaks on 
behalf of many other countries, but just dealing with 
Brazil for the moment, can you tell us what industries 
you consider have been particularly affected by 
environmental measures which have undermined those 
industries in Brazil in the manner that you earlier 
described? 

(Sr Barbosa) Out of the 25 sectors that are being 
regulated, we have six in Brazil directly affected or 
potentially affected. The first one with a concrete 
negative impact is the sector of paper and pulp. This 
we have been discussing with the European Union in 
Brussels, with different authorities in different 
countries, including here, I have been in contact with 
Mr Gummer about this question and we have concrete 
results of this negative impact. We have also other 
sectors, as timber, as ceramics, footwear, textiles, 
among others, these are the main areas that are being 
with negative impacts due to these regulations. 


675. Have you brought any of those disputes to 
the attention of WTO? 

(Sr Barbosa) Not yet, but I think that, according 
to the information I have, because all these matters I 
am discussing with you here are dealt with in Geneva 
by our representation there, but according to the 
information I have, depending on the way the 
ecolabelling schemes are dealt with in the coming 
months, and especially the question of pulp and paper, 
probably some sort of dispute settlement may be 
brought to the attention of the WTO. But, as far as 
Brazil is concerned, so far, no request has been made. 


676. Can I now widen tie question a little. We 
have been concentrating on Brazil in itself, now can I 
ask you, taking into account Brazil’s leading role in 
speaking on behalf of many developing countries, 


whether there are other industries of which you are 
aware that developing countries as a group would 
argue are being undermined by the environmental 
argument, other than those to which you have 
specifically referred, which pertain to Brazil? 

(Sr Barbosa) Perhaps I will give you a more 
general answer. I imagine that the problems are 
similar, because developing countries, especially large 
countries, like Brazil, India, Malaysia, Argentina, 
Mexico. The pattern of their industrial production in 
these countries is based on natural resources, they are 
natural resources-intensive. And since some of the 
trade measures focus on these natural resources, it is 
our case, and it is the case of other countries, that 
Product and Process Methods and some measures 
related to some specific products will affect 
competitiveness, this is the main point. Brazil is 
perhaps a somewhat different case, because in our case 
only about 40 per cent of our exports consist of 
agricultural, mineral or semi-manufactured products, 
and these are the products that are most affected. A 
small increase derived from measures affecting, for 
instance, modernisation costs of equipment, or the use 
of the raw material, or energy considerations, that are 
used following European patterns, rather than 
developing countries’ peculiarities. These will affect 
the competitiveness of these countries. So I imagine 
that the sectors are more or less the same, I mean 
timber, textiles, shoe production, ceramics, these are 
the main areas affected. 


677. And if I may then just finally come back to a 
point which I think you have covered before, but just 
to clarify it a little further, I think it is your contention, 
is it not, that it is the poverty of the developing 
countries which is the principal factor in holding Si 
environmental improvements? 

(Sr Barbosa) Yes, and the increasing price, for 
instance, in timber, for instance, does not help, 
because, in the case of Brazil, the export of timber is 
very limited, compared to the domestic consumption. 
So we have to see the question of environment in 
developing countries as a more comprehensive 
question, including growth, including social problems, 
including economic considerations. It is not only a 
limited question, it has to do with a more 
comprehensive approach to the development of the 
country. 


Mr Stephen 


678. Brazil is one of the few developing countries 
to maintain a presence in Geneva. Do you think that 
your presence there is effective, or would we be right 
in thinking that the United States and the European 
Union organise things there more or less to suit 
themselves? 

(Sr Barbosa) 1 do not know if I quite understood 
your question. You are asking me about the presence 
of Brazil in the WTO, you mean? 


679. Yes. Do you think you have an effective role 
in the WTO, especially on environmental issues, or do 
you think that the negotiating power of the United 
States and the European Union is such that you really 
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do not get much of a chance to influence the course 
of events? 


(Sr Barbosa) We think that our presence there is 
important. You know that when this CTE, the 
Commission on Trade and Environment, was created, 
the first Chairman was a Brazilian, who was then the 
Brazilian Ambassador to Geneva, and at the moment 
is our Foreign Minister. And, as I said at the beginning 
of this presentation, in the last couple of years our 
position, our approach to environment has changed 
completely and now we are very much involved in 
all negotiations, in all fora dealing with trade, forest, 
pollution, oceans, every aspect of environment, Brazil 
takes a very positive, constructive approach and is 
deeply involved in all these negotiations. 


680. Could you give us perhaps one example 
where you think Brazil has been particularly successful 
in influencing the course of events in the WTO on an 
environmental issue? 


(Sr Barbosa) {| think that in the whole negotiation. 
You know that now we are preparing the papers there 
for the Singapore Meeting, and I think that right from 
the beginning, when the discussion on trade and 
environment in the WTO and then in GATT, (at the 
time, and now WTO), took place, Brazil had a very 
constructive approach. And I think that the fact that 
we are trying to implement, and this is the main 
contribution Brazil is giving at the moment. We are 
saying that it is not convenient to open other areas for 
discussion while we have not yet fully implemented 
what has been discussed in Rio in 1992, so I think that 
this is widely accepted by developing countries and 
some developed countries as well, and I think this is 
the main contribution we are giving now. 


681. Brazil is generally seen as the leader of the 
developing countries; do you have any institutional 
co-ordination between you, or is the position that those 
countries take in WTO ad hoc? 


(Sr Barbosa) Brazil has been very active in the 
GATT since the beginning and Brazil was a founding 
member of GATT, and the economic diplomacy of 
Brazil has been active there since then and we were 
very active as well in the whole process of negotiations 
in the last round of the Uruguay Round, which 
culminated in Marrakesh with the WTO organisation. 
We do not only have in Geneva this G77 group of 
co-ordinating developing countries, we take part in all 
caucus where countries of different size meet; one of 
the most important is a meeting co-ordinated by 
Canada of middle-size countries, including Singapore, 
Malaysia, Argentina, Mexico, Brazil, Indonesia, 
Nigeria, and this group deals with the questions related 
to trade and environment. This is one point where we 
co-ordinate our policies with these middle-size 
countries. The other is the Mercosur countries, we 
discuss matters with the Mercosur. It is a regional trade 
grouping in South America—Brazil, Uruguay, 
Argentina and Paraguay—and we co-ordinate matters 
with them related to market excess and subsidies 
related to agriculture. And so we do not have one 
group for co-ordination, Brazil takes part in different 
ones. 


682. So the G77 countries as a whole do not have. 
an institutional structure for arriving at a common 
position? 

(Sr Barbosa) Not for environment; it is more 
active in New York, not in Geneva. 


Mr Clifton-Brown 


683. Ambassador, do you think that the western 
nations give the developing countries sufficient help 
on environmental matters, and, if not, what further 
help or technological advice would you like? 


(Sr Barbosa) As I said, we think that what has 
been approved in Rio, in 1992, has not been achieved, 
on the question of finance and financial support. A 
number of resolutions have been adopted, some 
commitment has been given by G7 countries, and, as 
far as I am aware, only Germany has given some of 
what has been promised, in the case of Brazil, in 1992. 
No other countries from the G7 group have come 
forward with anything. We are discussing with, for 
instance, here in Britain, associations to improve 
conditions, for instance, for export of timber to Britain, 
and I think that this co-operation between government, 
private sector in Brazil and private sector here in 
Europe is much welcomed, and not only for trade 
matters but also for technical co-operation. 


684. What outcome do you hope to see from the 
WTO meeting in Singapore on trade and 
environmental matters, do you have an agenda for 
that meeting? 


(Sr Barbosa) This has been discussed extensively 
in Geneva, and Brazil has been invited to take part in 
all these preparatory meetings, including the last 
meeting in Brisbane, in Australia, to discuss this 
agenda. Our position, in general, related to trade and 
environment, is that we should implement the 
decisions taken. We would not like to see an expansion 
of multilateral environmental agreements at this stage, 
and, because, as I said, we think that the rules which 
exist in the GATT, in Article XX, cover all the 
preoccupations. We know that there are three 
multilateral agreements, the Basle Convention, the 
Montreal and CITES, and we are following these, we 
are very closely following these three Conventions, but 
we would not like to have an expansion of other 
multilateral environmental agreements. That is why 
Brazil does not favour the European proposal that has 
been put forward for this Conference. 


685. Chairman, may I just ask one supplementary 
to that. Surely, you would rather see a multilateral 
agreement under WTO rules, agreed by all WTO 
participants, than the whole thing splitting apart and 
getting unilateral action by different countries, which 
would harm, presumably, your country more? 


(Sr Barbosa) Yes. 


686. You would? 


(Sr Barbosa) Yes, in principle, but not now. At the 
moment we would like to implement what has been 
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approved, and I know that there are several initiatiyes, 
but we would like to implement what is there. 


Mr Gerrard 


687. Ambassador, you mentioned a number of 
industries in Brazil that had had difficulties, paper and 
pulp, timber; do you relate any of those difficulties 
directly to voluntary ecolabelling schemes, such as the 
EU scheme? 

(Sr Barbosa) In the case of pulp and paper, yes. 
Before coming here to London as an Ambassador, | 
was Under Secretary for Economic and Foreign Trade 
Affairs in the Foreign Ministry in Brazil, and I 
personally had the opportunity to establish contact in 
Brussels to deal with this matter, and there we have 
sufficient concrete evidence that Brazilian companies 
are affected by the voluntary schemes approved in the 
case of pulp and paper. 


688. Do you have wider concerns? Obviously, at 
the moment, the number of ecolabels is limited. Are 
your concerns limited to a few industries or do you see 
dangers that schemes as they develop might present 
more general threats to major trade? 

(Sr Barbosa) We are now concerned about the 
philosophy, because, as I mentioned, in our view, there 
is. no transparency in the whole process, there is no 
full participation of other parties concerned. You know 
that, in the case of pulp and paper, after nearly two 
years and a half, to three years, because I started the 
process, the negotiations in Brazil, back in 1992/93, 
and only now, after two years and a half, I am told by 
the Brazilian industries that they have been heard for 
the first time by the DGXI, I think, in Brussels. This 
was the result of conversations we held here in 
London, in Brussels, to allow the third party interested 
to be heard, because what happens with ecolabelling is 
that it is unilaterally decided, according to the criteria, 
European criteria, not taking into consideration a 
number of peculiarities that exist in other countries. 
So, in our view, there is no transparency, there is no 
participation, in some cases they are discriminatory, 
in the case of pulp and paper we have evidence of 
discrimination against products, exported products. 


689. It obviously seems likely now that 
ecolabelling will continue. How would you like to deal 
with these difficulties, you talked about transparency, 
could it be done within WTO or are there other 
mechanisms that you think ought to be used? 

(Sr Barbosa) As far as Brazil is concerned, we 
will keep on insisting on being heard by Brussels, at 
the appropriate level, and putting forward the points 
that we think are just, and, as I said, according to the 
information we have, there is a probability that in the 
coming months, depending on the way this matter is 
dealt with, the dispute question will be put into WTO. 
I do not know, I cannot answer if we are going to 
follow with others, but it is not only Brazil that is 
concerned, I know that on the question of paper and 
pulp you have conflicting interests, with Canada, with 
the United States, with Brazil, and some action 
eventually will be taken, in my view. 


690. Do you think the WTO might do more? 
Obviously the WTO can deal with disputes, is the 


WTO the right forum for perhaps trying to develop a 
code of conduct, future mechanisms for developing 
ecolabels? 

(Sr Barbosa) This is. our policy, with 
globalisation, with free trade prevailing, we have to 
strengthen the WTO, and WTO is the forum to settle 
these disputes. We would not like to see a parallel 
mechanism being developed, we would like to have 
WTO strengthened and its mechanisms utilised. 


691. Does Brazil have its own ecolabel, or not? 

(Sr Barbosa) Yes, we have, since 1993. I took part 
in the beginning of this exercise. We have two sorts, 
one green seal, for products, and we have what we call 
‘Cerflor’, it is a certification for timber. So we have 
these two mechanisms in place. And the National 
Association of Standards, which is responsible for the 
green seal, is a member of the ISO, so green seal is 
being implemented according to international 
standards, and the Cerflor is a newer one also based 
on international standards and is being implemented 
as well. 


Sir Irvine Patnick 


692. Ambassador, how is your ecolabel accepted 
in the rest of the world, and how does it compare 
between what I call the European ecolabel and your 
standards, is it much different, is there much 
difference? 

(Sr Barbosa) As I said, we have developed this 
green seal since 1993 and it is compatible with 
international models. The Brazilian Association that 
developed this certificate, is a member of the 
International Standards Organisation and_ has 
participated actively in the ISO TC207, dealing with 
environment, it is a member of global ecolabelling 
network. So this and Cerflor, the certification system 
for forest products, they are of world standards. We 
are looking for a comparison to what is being done 
overseas. But we are very much concerned that these 
mechanisms, these labelling systems, reflect the 
peculiarities of what exists in the individual countries. 
It should not be a theoretical thing, but based on what 
happens in our country. 


693. Chairman, if I may, it is just to follow on that 
then. Do you see, Ambassador, then a situation where 
continents, I think is the nicest way to argue it, each 
continent has its own ecolabel, which complies with 
world standards? 

(Sr Barbosa) 1 really do not know. I think that, in 
the case of South America, in which Brazil is by far 
the more advanced country, as far as this ecolabelling 
and certification is concerned, what we are developing 
is, as I said, complying with the standards, world 
standards, and I do not think there will be separate 
ones. We are trying to develop these mechanisms 
according to ISO, so I do not think that in our 
continent we will have that. But, as you know, some 
of the standards applied here in Europe and defined by 
the ISO are different from the ones that exist in the 
States, so, depending on the evolution of these 
international negotiations, perhaps you may have such 
a situation, because you have already standards not 
necessarily related to the environment but in general, 
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standards for products in the United States are different 
from Europe. 


Mr Taylor 


694. Ambassador, what is the Brazilian attitude to 
the fact that a large number of companies in this 
country are now taking up the Forest Stewardship 
Council proposals, which obviously may well impact 
on your own country? 

(Sr Barbosa) Brazil is aware of this Forest 
Stewardship Council, the Government has not yet 
taken a final view on it, but, as far as I am aware, 
many Brazilian companies have doubts about the FSC, 
for a number of reasons. In the first place, the national 
office has not been set up yet in Brazil. FSC is not 
accountable to any defined body, does not take into 
account the important role of governments negotiating 
aid, implementing sustainable development policies, 
regulating trade, etc. And-there is not, according to 
the views of the Brazilian companies, enough dialogue 
between business and FSC, and Brazilian companies 
are free to use FSC, but I think that this will take some 
time, because the process of certification is very 
complex. So these are the views of some Brazilian 
companies. And, as I said, the Brazilian Government 
has not taken a final position. And we do not think 
that this will represent any threat to us, because most 
of the timber produced in Brazil goes to the domestic 
market, not to the export market, and this sort of 
certification will only have real impact if it covers both 
domestic and export production. 


695. You may be aware that I visited Brazil last 
summer, to discuss some of these issues, and even the 
Amazon Timber Trade Federation said that there are 
real difficulties in certification, as you have just 
mentioned. I think that, from the perspective we have, 
or the Non-Governmental Organisations in this 
country have, they are saying, “Well, how can we be 
effective in trying to tackle problems where they are 
arising in timber extraction?”. There is a real desire to 
have an impact, there is an awareness that it has a 
global perspective as well as a perspective linked 
directly into the Amazon itself. I am not sure what 
Brazil’s position is in terms of how you do tackle that, 
you have got scepticism about the Forest Stewardship 
Council proposals, you opposed the Global Forest 
Convention. What do you think could be done? 

(Sr Barbosa) Brazil is as interested as any country 
to solve this. Our exports are affected. Here to Britain, 
there was, last year, 1995, a reduction of timber 
exports to this country. Britain is the second largest 
importer of our timber. So we are giving close 
consideration to this matter, since we are discussing in 
a very transparent and comprehensive way this 
problem with the different players here in Britain, the 
Timber Trade Federation, the Government, the NGOs. 
We are, in Brazil, committed to finding an adequate 
and a mutually accepted solution to this. And I know 
that the Minister for Environment and the specific 
institution IBAMA, in charge of the forest 
management and administration in the Government, 
they are looking into this matter in a very close way, 
both with the producers there, and with the local 


authorities; because in Brazil there is this additional 
aspect. These are questions are related to timber in the 
rainforest. It is not only the responsibility of the federal 
government, it is also the responsibility of the local 
governments, and so we have to co-ordinate this, and 
we have an additional question. You have been to 
Brazil, you are aware of that, and we have discussed 
this at great length with the NGOs here. As you know, 
the timber, extraction and logging and export, is to 
some extent related to the Indian activities in the 
Amazon as well, because some of the areas from 
which logging takes place belong, according to the 
Brazilian Constitution, to the Indians, their Reserves, 
and the demarcated land. And in some instances we 
are in a very difficult situation because sometimes we 
have to answer the NGOs related to the human rights 
area, to protect the Indian rights and allow them to do 
whatever they want with the resources of their land, 
and in the other areas NGOs related to the environment 
asking us to ban the export of timber coming out of 
these areas. And so it is a very complex situation, and 
what I can tell you is that we are following very 
closely this. We want to find a reasonable solution, 
taking into consideration all these aspects. As I said at 
the beginning, this is not only an economic problem, 
it is a social problem, and in the case of demarcated 
land it is a question of the life of the Indians 
themselves; so it is a very complex situation. 


696. Can you explain to me why Brazil opposes a 
global Forest Convention though, is this on the 
specifics that have been proposed, or is it the principle, 
because, for example, one of the things that might 
come from that would be a system for transferring 
resources from wealthier countries that are consuming 
these products back into places like Brazil for the 
enforcement of certification, enforcement of the 
sustainable techniques that your Government has 
advocated? I know that IBAMA is _very 
underresourced for the area it has to cover, and that is 
something that they argue strongly. Is not there a 
potential solution through a global Forest Convention 
that you would welcome? 

(Sr Barbosa) As a general position, we would like 
to see progress in more areas that have been approved 
in Rio 1992, and we would like to see a specific area, 
like forests, being regulated, while there are other 
areas, like a climate change, for instance, in which not 
much progress has been made regulated. So, as a 
matter of principle, we would like to see progress in 
all areas that have been discussed and approved in Rio 
1992. As far as forests, we have a proliferation of for 
discussions to be held, and we think that at this stage 
CSD is the most important forum where this matter 
can be dealt with, and in some aspects the FAO as 
well. But we would not like to see a proliferation and 
I know that there is a proliferation of initiatives, 
because these would increase the complexity of the 
problem, it would create a sort of discrimination if 
only rainforest would be included, not other forests. 
So this is a very sensitive question for a number of 
countries and we prefer to have it studied at this 
moment in the CSD. 


697. Have you championed the principle of 
transferred resources, perhaps in a specific way, with 
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a levy on forest products which would then be returned 
back for use within the countries; in other words, 
getting the western consumers to help pay for the 
policing and the development for sustainable 
techniques in Brazil? Is that something which you see 
as welcome, or as a potential further barrier? 

(Sr Barbosa) No, 1 do not think this is realistic. 
What we are looking to is the implementation of what 
has been approved in Rio, in the G7 pilot plan and 
the financial support that has been approved. This is 
our aim. 


Mr Elletson 


698. Your Excellency, before we return to the 
subject of biodiversity, I wonder if I could ask you 
just to say a few words, briefly, for the record, about 
UK-Brazil trade, and specifically if you could give us 
an idea of the value of trade between Brazil and the 
United Kingdom, and what the environmental record 
of UK firms in Brazil is like? For instance, whether 
you have any evidence that any UK firms have been 
involved in bad environmental practices in using 
Brazil as a pollution haven; for instance, what are the 
opportunities for UK exporters to Brazil and the 
opportunities for Brazilian exporters to the United 
Kingdom; and what you would see as the threats to 
United Kingdom-Brazil trade of an overzealous 
consideration of environmental issues? 

(Sr Barbosa) Are you speaking in general? 


699. Yes, in general. 

(Sr Barbosa) ‘The trade between Brazil and Britain 
has increased tremendously in the last two or three 
years. Now our bilateral trade is in the range of $2.4 
billion. It is not very much and we think we can 
expand this tremendously. In the last two years, the 
rate of increase in your exports to Brazil has been 
fantastic; it was, I think, 30 per cent in 1994 and 
another 30 per cent or 40 per cent in 1995. So now 
you are exporting over a billion dollars to Brazil. There 
has been a great increase, due to the opening up of 
the Brazilian economy and to the efforts that British 
companies and the British Government are making, 
there is this link with Latin America, there are a 
number of initiatives that the DTI started. Last year. 
I think that one of the problems that are connected 
with this sort of rigidity in our trade, because we could 
import and export much more than the present levels, 
is that your exports are limited to a certain number of 
products and our exports are the same, and we are 
trying, the DTI and ourselves, to diversify, or increase 
the number of companies trading, not only financial 
institutions here but also industrial companies in new 
areas. As you know, until the beginning of this 
century, the UK had a very important presence in 
Brazil, in South America in general, and from the First 
World War until, I would say, two or three years ago, 
nothing has been done, and Britain completely lost its 
position in that part of the world. And now, in the 
case of Brazil, which is the biggest country in the area, 
Britain is the, if I recall corrgctly, the 35th partner of 
Brazil. It is very low down in the scale, there is wide 
room for an increase in your share in the Brazilian 
market. I think that, as regards British companies, I 


cannot remember any specific case of infringement of 
Brazilian legislation by British companies, and I know 
that we are discussing with ODA co-operation in terms 
of pollution in urban areas, so there is a wide field of 
co-operation in this area. And I have been discussing 
with some British companies the possibility of 
co-operating with Brazilian companies to produce 
equipment, to prevent pollution in industrial areas in 
urban regions; so I think there is a wide scope for 
co-operation in these areas, especially urban areas, to 
combat pollution. And the presence of British 
companies in Brazil is most welcome and we are 
trying to attract their interest to the growing market we 
have there. 


700. Thank you. Just to return briefly to 
biodiversity, could you tell us whether Brazil has any 
concerns about the relationship between the 
Convention on Biological Diversity and some of the 
WTO agreements, particularly the TRIPs agreement on 
Trade Intellectual Property Rights? 

(Sr Barbosa) This is a very specialised matter. We 
are not following this here. I ‘phoned our colleagues 
in Geneva, just to make sure that I have some 
information on this; if you want, I can provide you 
with written information about this, but I will say just 
a few words, since I am not a specialist in this. We do 
not see that TRIPs undermines the Biodiversity 
Convention, in principle we do not see it. According 
to our view, there are two issues that have to be taken 
into consideration. First is the question of transfer of 
technology. TRIPs may provide the conditions to 
create a favourable environment for the transfer of 
technology, as required by the Convention; however, 
the role of governments in facilitating access to and 
transfer of environmentally sound technologies cannot 
be neglected, and it seems that, according to our view, 
this is the case in TRIPs, the position of the 
governments is somewhat neglected. Especially if we 
take into consideration what is included in the 
Convention of Biological Diversity and in the Agenda 
21. Technology transfer involves joint efforts and 
interaction between private sector and governments, 
and this is one of the aspects that is not included in 
TRIPs and, in the case of Brazil, we think that this is 
important. This is one aspect. The second aspect is 
the protection of traditional knowledge. We think that 
TRIPs may not be sufficient to accommodate 
developments under way in the context of CBD and 
FAO global system for plant genetic resources, 
regarding the concepts of farmers’ rights, of protection 
of traditional knowledge, and of sharing of benefits, 
resulting from the use of this knowledge and of 
technologies which may arise from genetic resources 
provided by developing countries. But, as a general 
statement, I would say that it is too premature to 
ascertain whether there is a need or not to review 
TRIPs. 


Helen Jackson 


701. Mr Ambassador, you mentioned earlier about 
the Mercosur agreement and I wondered how Brazil 
was going to ensure that the additional trading activity 
generated by the Mercosur agreement was not going 
to have bad environmental consequences? 
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(Sr Barbosa) In Mercosur, right from the 
beginning there was a concern about environment. 
Right from the beginning a Commission was 
established among the four countries, at ministerial 
level, to discuss this matter. So, in the political area, 
there is great concern to avoid any damage to the 
environment, with the increase of trade and the 
increase of co-operation. As you may know, Mercosur 
has been a very successful trade exercise. We are in a 
stage of a customs union and the trade started in 1991 
a reference point of around $2 billion, has last year, 
1995, been increased to $15 billion. This is very fast, 
very rapid-growing trade. The Treaty of Ascension, 
which established, this regional grouping, trade 
grouping, establishes a link between integration, 
development and environment. This is stated in the 
Treaty. And there are, I think, two sorts of problems 
that we are dealing with. First is the question of 
important, large projects, like the waterway, the 
Hidrovia, like a number of projects in the River Plate 
Basin, like opening up roads, duplication of roads to 
take the increase of trade, and this is one aspect. The 
other aspect is the concern that products produced at a 
lower standard in one country can be exported to other 
countries, for instance, agricultural products that have 
been treated with pesticides or chemical products; 
there are standards being discussed and harmonisation 
of policies to deal with this question. So we are 
discussing this inside this Committee, whose members 
are ministers of the four countries, and the worries, the 
concerns, dealt with in Mercosur have to do with, as I 
mentioned, land transport, industrial and technological 
policy, agricultural policy and energy policy. These 
four areas are covered by this Committee. 


702. Are those agreements very similar to the sort 
of standards and guidelines being developed within the 


European Economic Community; have you made any 
comparisons? 

(Sr Barbosa) We are discussing with the European 
Union, there is a co-operation agreement on. the 
question of standards with the European Union, we are 
in close consultations, and at this stage we are trying 
to harmonise the policies, because we decided not to 
have independent standards, we are not at the stage 
you are here, we are in the previous stage, we are a 
free trade area and a customs unit, so we do not have 
supranational institutions. And what we are trying to 
do is not to define and to implement codes, multilateral 
codes, supranational codes, but to try to harmonise the 
four policies existing in each of the countries. We are 
at this stage, because this exercise has only been in 
existence three or four years, so we are at the 
beginning of the process. 


703. And, just finally, will you expect to revise or 
upgrade some of the agreements and standards that are 
in existence now, in Mercosur, as a result of this 
continuing work? 

(Sr Barbosa) If you consider only the four 
countries, Brazil has the more advanced legislation. 
We have a consumer’s code in _ environmental 
requirements, in agriculture, in industrial areas, so 
what we are trying to negotiate with the other three 
partners is to have legislation, or harmonisation of the 
rules, according to the more stringent, more rigid 
legislation, which is Brazil’s. And, as I mentioned 
before, Brazil follows the ISO standardisation, and we 
are in discussion with the European Union. So we 
think that what will come out of these negotiations in 
Mercosur will be in accordance with international 


standards. 
Chairman: On that note, can I thank you very 


much for your evidence, it has been very helpful 
indeed to the Committee. Thank you very much.  ~ 
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Memorandum submitted by the British Importers Association (WTE 30) 


WORLD TRADE AND THE ENVIRONMENT 
CONTENTS: 


SEcTION 1—Introduction 


Section 2—“Examine the interrelationships and conflicts between the liberalisation of trade and the protection 
of the national and global environment’. 


Section 3—“Review the roles and achievements to date of international organisations, and in particular the 
World Trade Organisation, in integrating trade and environmental objectives”. 


Section 4—“Determine the circumstances under which trade restrictions are an appropriate means of achieving 
environmental goals, and those circumstances under which alternative strategies might be more appropriate”. 


SECTION 5—“Investigate the impact of international trade and environmental agreements on the ability of Third 
World countries to develop an environmentally sustainable economy”. 


Section 1—Introduction 


1. This Memorandum has been prepared by the British Importers Association in response to the House of 
Commons Environment Committee’s call for evidence for its inquiry into world trade and the environment. 


2. The British Importers Association’s main aims in the area of trade and the environment are: 
(i) to promote compatibility between a liberal trade regime and protection for the global environment; 
(ii) to act against any unnecessary impediments to trade; 


(iii) to ensure that environmental regulation and policy is not abused by sectional interests seeking to 
camouflage a protectionist agenda. 


3. It is clear that private business has a key role to play in this issue area. Changing patterns of production 
by multinational corporations (MNCs) means that approximately one-third of all global trade now consists of 
intra-firm trade. Also, the total value of world trade in any one year is now exceeded by the annual total value 
of the world foreign direct investment flows (FDI) controlled by such companies. 


In the interests of harmony among dispersed operations located in different legal jurisdictions many companies 
set and operate high company-wide environmental standards which are often higher than those prevailing locally. 


4. Work to examine the interlinkages between trade and the environment is at a very early stage 
internationally. There is much environmental rhetoric but very little hard empirical evidence to support the 
assertions being made. More international research is vital. 


5. The memorandum follows the order of the terms of reference of the Committee’s inquiry. 


Section 2—“Examine the interrelationships and conflicts between the liberalisation of trade and the protection 
of the national and global environment” 


6. The British Importers Association (BIA) strongly supports both a liberal international trade regime and a 
high level of protection for the environment, which should be mutually supportive in contributing to the goal of 
sustainable development (SD). 


7. The BIA believes that international trade is merely a mechanism for delivering economic growth and 
wellbeing to countries by way of the expansion of what constitutes the market-place beyond state borders, 
through the regulated exchange of goods and services between states. International trade benefits the environment 
and development by generating income (which can be used for environment and development purposes); by the 
diffusion of environmentally sound technologies and products; and by facilitating the effective use of scarce 
natural resources. 


8. The idea that trade liberalisation and environmental protection are in conflict is a myth stemming from 
the failure of environmentalists to understand the nature of the international trade—environment relationship. 
Although they have a case when seeking to make the structure of the international trade regime more sensitive 
and responsive to environment and development concerns, in many respects their assault on international trade 
can be characterised as “leaping before looking”. 7 


9. What is clear is that there is no doubt that international trade impacts on the global environment, through 
altering the volume and international location of global production and consumption activities. However, 
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although international trade impacts on the environment, it does not necessarily do so negatively. Trade 
liberalisation has the potential for both positive and negative environment and development impacts, depending 
on the regulative framework applied to the manufacture and use of trade goods (internationally and 
domestically); how strictly such regulations are enforced and how revenues generated through trade are utilised. 


10. Whether or not international trade impacts negatively on the environment is therefore a function of the 
policy framework prevailing at any given time—nationally and internationally—within which trade takes place. 
This framework is in turn structured by the international political economy which is based on a complex, 
kaleidoscopic network of asymmetrical bargains struck between competing states, international organisations 
and non-governmental organisations. 


11. The BIA believes that trade liberalisation and environmental protection are compatible, both 
domestically and internationally, because there is no causal or direct relationship between the two. International 
trade merely reflects prevailing policy distortions, it does not initiate them. The true causes of environmental 
degradation around the world lie in the failure of markets to internalise social and environmental costs into the 
goods and services traded; domestic political obstacles and the difficulties associated with soliciting collective 
action among sovereign states. 


Section 3—“Review the roles and achievements to date of international organisations, and in particular the 
World Trade Organisation, in integrating trade and environmental objectives” 


12. The World Trade Organisation (WTO) is very new on the international scene. It should be noted that 
the framework for international trade remains the General Agreement on Tariffs and Trade (GATT), which 
although subsumed within the WTO, continues in existence as the structure of rules for international merchandise 
trade, alongside separate agreements covering services, intellectual property rights and the dispute settlement 
mechanism. 


13. Arguably, by seeking to maintain an open international trading order, the GATT, with all its faults, has 
contributed more in real terms towards SD and protecting the environment than any other international body. 
Far from being hostile to the environment GATT rules actually promote environmental policy by preventing the 
abuse of trade measures as instruments of environmental policy. 


14. There are four main parts of the GATT which can relate to the environment: 
(1) the basic rules on border adjustments; 
(2) the public policy exceptions (article 20); 
(3) the standards code; 
(4) the rules on dumping and subsidy. 


15. In its provisions the GATT tries to ensure that imported products are treated the same as domestically 
produced products and that countries are not discriminated against. It also permits countries to take 
non-discriminatory environmental protection measures and, within limits, to subsidise them. 


16. Although the GATT is pro-trade, it is difficult to argue that it is necessarily anti-environment. What lies 
at the root of current concerns is the narrow interpretation of the rules by GATT panels, rather than the rules 
themselves. What is clear is that the economic, development and social costs of trade restrictions are too high, 
and environment policy too vulnerable to “capture” by protectionist interests, to permit primacy to the 
environment in a trade agreement. 


17. The BIA accepts that there is a need to make the GATT-WTO more sensitive and responsive to 
environment and development concerns but not at the expense of the liberal trading order. The BIA would 
support the following changes to the GATT: the clarification of environmental concerns in the GATT; the 
routine use of environmental impact assessments (EIA) as part of the decision-making process; making the 
policy development process more transparent and inclusive; the employment of more environment specialists; 
making the dispute mechanism environmentally friendly; and the clarification of the relationship between the 
GATT and international environment agreements. 


18. It is important to remember that the GATT-WTO is only as strong—and therefore as green—as its 
signatories allow it to be, and it is reliant on consensus-building among key states, or coalitions thereof, in order 
to drive policy forward. 


19. Given that the world trading system, via the WTO, is a managed system. It is really a question of 
integrating environment and sustainable development concerns into the management criteria on a multilateral 
basis. 
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Section 4—“Determine the circumstances under which trade restrictions are an appropriate means of achieving 
environmental goals, and those circumstances under which alternative strategies might be more appropriate” 


20. Although it is undeniable that trade measures can be effective in certain limited circumstances, e.g., 
CITES (Convention on International Trade in Endangered Species), too often environmental trade measures 
result in economic harm with no environmental progress. The best cure for environmental harms is 
environmental policy, the use of trade policy to achieve environmental goals is invariably a second-best strategy 
and always sub-optimal. 


21. Trade restrictions undermine the open trading order, disrupt trade, create uncertainty and damage 
business confidence. Also, from an implementation point of view there can be a great deal of difficulty in the 
fair use of such measures: environmental problems are difficult to assess accurately; the source of the harm and 
the causal relationship can be difficult to establish; sanctioned trade can be diverted to other countries; 
effectiveness depends on the size/power of the sanctioning country and the volume of trade involved. 


22. Eco-morality is too subjective, culturally defined and divisive a, basis for trade measures. The unilateral 
and coercive nature of many suggested trade measures would, in many cases weigh heavily on already poor 
economies, not least because of the inevitable protectionist abuse that would follow. Trade restrictions always 
create resentment and can in many cases lead to greater political and economic instability in international 
markets. 


23. Trade restrictions invariably do more harm than good and merely distort markets without dealing with 
the real problem. The key to a more sustainable future lies not with supply-side trade barriers but in educating 
people in such a way as to effect meaningful changes in consumption patterns. This means looking more at 
demand-side policy alternatives such as improving consumer awareness and product eco-labelling so that the 
consumer can make informed choices and signal the market accordingly. 


24. In respect of trade restrictions the key issue is about coercion versus incentive based co-operation, and 
unilateralism versus multilateralism. The BIA feels that incentive-oriented multilateralism is more likely to 
achieve the desired goals that coercive-unilateralism. Coercion is a poor foundation for inducing co-operation 
among states and incentive based solutions are inherently more stable. It should also be borne in mind that trade 
measures can prove counter-productive, for in addition to reducing the income of developing countries, and 
therefore their capacity to tackle environmental harms, they engender protectionism, and empirical evidence 
suggests that protected economies have tended to be less environmentally sensitive than open ones. 


25. The BIA believes that the most effective way to use trade measures for the protection of the environment, 
if they must be used for that purpose at all, is as part of a multilateral incentive-oriented co-operative framework 
in support of market-based environmental policies. A framework within which recourse to trade measures is 
restricted to carefully defined circumstances where they are appropriate and likely to be effective.This implies 
their use as a last resort to reinforce multilateral international environment agreements and standards, either 
collectively by states or unilaterally (i.e., unilateral multilateralism—action taken by a single state to protect a 
global common justified by the existence of a relevant multilateral agreement). 


26. Any trade measures that are deemed absolutely necessary for the purpose of protecting the environment 
should be implemented in a way that is no more trade restrictive than necessary to fulfil a legitimate 
environmental objective. 


Section 5—“Investigate the impact of international trade and environmental agreements on the ability of Third 
World countries to develop an environmentally sustainable economy” 


27. Many less developed countries (LDCs), with some justification, regard much of the developed world’s 
concern for the environment as disingenuous. To them trade measures used in support of environmental 
protection represent new non-tariff barriers to trade, sponsored by a developed world. more concerned about the 
erosion of its competitive advantage in the global market-place by such newly industrialising countries than 
about the environment. 


28. Higher process or product standards, supported by the developed world, are likely to erode the 
comparative advantage of already poor countries, by increasing their export prices thereby reducing their gains 
from trade and therefore retarding economic development. Unsurprisingly, for less developed countries, living 
standards are not negotiable. Especially as it is the consumption patterns of the developed countries which have 
the biggest detrimental impact on the global environment. 


29. Often environmental agreements ignore the different values each country places on current consumption 
as opposed to environmental protection or conservation. They also tend to ignore the different regenerative and 
assimilative capacities, and environmental priorities that exist internationally. 


30. Penalising LDCs and imposing developed world ethical preferences on them through environment 
oriented trade restrictions can simply make a bad situation worse. What LDCs require is assistance from the 
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developed world in building up the capacity of their states to deal with environment and development problems. 
Therefore cutting off income derived from international trade is actually more likely to damage than protect the 
environment in such countries. 


31. Without a doubt the biggest cause of environmental degradation around the world is poverty. The 
developing world cannot be expected to direct more of their resources towards addressing global environmental 
concerns and SD when in many developing countries they have yet to meet the basic needs of their respective 
populations in respect of food, water, shelter, education, etc. Progress towards SD in the developing world will 
be minimal until they are able to obtain adequate assistance from the developed world in addressing this poverty. 


32. Given the above the BIA believes that international trade and environmental agreements which genuinely 
set out to protect the environment should—if trade restrictions are deemed essential to the effectiveness of such 
agreements—include provisions to make more technical and financial resources available to LDCs through: aid, 
debt relief, investment, technology transfer and/or commodity agreements. Such assistance can be channelled 
through international organisations such as: UNCTAD, UNEP, UNDP, GEF and/or the multilateral 
development banks. 


33. However the BIA firmly believes that the best way in which the developed world can assist LDCs is by 
genuinely embracing liberal trade by freeing up their markets and reducing their subsidies, especially in the 
textile and agricultural sectors. This would allow LDCs to use their undoubted comparative advantage in these 
sectors to generate significantly greater incomes (by some estimates a total of USD 50 billion per year for the 
developing world, equivalent to total annual world aid flows) for developing countries, some of which can be 
used to protect the environment. 


34. Finally, it should be recognised that what to some are natural resources of global environmental 
significance, are to others the economic resources of a sovereign nation, exploitable for export. The issue of 
compensation for LDCs’ foregone exploitation of indigenous natural resources must be addressed internationally 
if real progress towards SD is to be made. 


January 1996 


Examination of witness 


Mr CurISTOPHER STARNS, Director, British Importers Association, was examined. 
Chairman liberal trading orientation. There are sometimes other 
governments around the world that have an interest, 
like Brazil, for example, in letting us know what they 
think about certain issues. So there is a fair spread of 
sources, including, of course, the media and the 
general press comment, that is available to anyone. 


704. Can I welcome you to the Committee and 
could I ask you to identify yourself, for the record? 

(Mr Starns) Yes. Good morning, gentlemen. My 
name is Christopher Starns, I am Director of the 
British Importers Association. 


Chairman: Thank you very much. 706. Do you have access to research findings and 


do you go directly to any of the organisations that are 
clearly environmentally-based, rather than 
trade-based? 

(Mr Starns) Not directly, no. We are aware of their 
views, and, certainly, if they were to approach us or 
make us aware of their views directly then we have no 
problem with that. I also was involved in studying this 
area recently, personally, as part of a course, a Masters 


Mr Gerrard 


705. Good morning. In your evidence you have 
quite a lot to say about the potential impact of 
environmental measures on trade. Can you tell us, 
where does the BIA go to get detailed information on 


environmental matters that might affect your qepree course in International Political Economy at 
members’ trading activities? the LSE. 
(Mr Starns) We have various sources. As an FGM stay ok, hearin ealpealinshatinde 


organisation, as a trade association, we get a lot of 
information that comes to us automatically from 
around the world, then we have a lot of periodicals 
that we subscribe to, and we are made aware of various 
reports that are actually in print. For example, HMSO 
send out circulars about Agency publications that are 
available in print, so we get information from those 


restrictions. In your written evidence you said, in one 
paragraph, that “trade restrictions undermine the open 
trading order, disrupt trade, create uncertainty and 
damage business confidence’, which are fairly strong 
words. 

(Mr Starns) Yes. 


sources. We also work with other trade associations in 
this country and in other parts of Europe and, where 
applicable, in other parts of the world as well that have 
similar interests to our own, in terms of generally 


708. Can you suggest which particular trade 
restrictions, some examples perhaps of some particular 
trade restrictions, that you were directing those 
criticisms at? 
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(Mr Starns) 1 am thinking in terms of trade 
restrictions more broadly. As importers, you can 
appreciate that there are a lot of trade restrictions, 
depending on the sector, the product area, the country 
sourced from, which tends to create problems for 
business in this country, importing and trying to supply 
retailers and consumers generally. Among the more 
general trade restrictions, you can have anti-dumping 
restrictions, you have quotas on certain products from 
certain countries, there are certain well-known 
agreements, like the Common Agricultural Policy, for 
example, like the multifibre arrangement, which sort of 
tends to create problems for importers, and importers 
therefore have to be fairly agile in trying to get around 
some of these restrictions. Sometimes they have 
problems where an importer has built up a relationship 
with certain suppliers in certain countries over a long 
period of time, and then a measure comes along and 
basically creates a lot of disruption, and sometimes, 
particularly smaller importing companies, they can go 
out of business, simply because there is an 
anti-dumping duty, or something like that, being put 
on at fairly short notice. But in the environment 
sphere, and in the areas I deal in mainly, on behalf of 
our members, there has not been, to date, too much of 
a problem with the environment, in terms of the 
regulation that comes out. The agreements that I have 
been made aware of, of interest to this Committee, 
CITES the Basle Convention and the Montreal 
Protocol, these, do not really impact on our particular 
members, who are mainly involved in consumer goods 
industries, bringing in consumer goods, supplying 
consumers generally, department store goods, if you 
like. But there is an increasing interest and concern on 
the ecolabelling front and the criteria for ecolabelling, 
which could be a problem. Although we support the 
idea of an ecolabel, because it is a market-orientated, 
market-based form of environmentally friendly 
measure, which allows,—if the criteria are okay and it 
was agreed multilaterally—it consumers to make 
informed choices about what they should be buying, 
and that, in turn, will send signals to the market, 
consumers are interested in buying more eco-friendly 
products. But given, the kinds of measures that have 
been mooted, some of them are going to be a real 
problem, and not just for importers, (the smaller the 
import business the more disruptive such measures are 
likely to be), but also for the countries supplying our 
market here and the European market generally. 
Importers, because of the history of trade restrictions 
across a whole range of sectors, and not just in the 
area of environment are fairly used, particularly the 
larger ones, to shopping around, if you like, for 
sources, and these days, because of the nature of the 
trade environment, they will more than likely have 
many sources of supply, that so if one closes down 
then another one can replace it so that, they can get 
similar goods from another country. This means a 
certain amount of duplication. But some of the 
measures that have been mooted are likely to create 
problems, particularly for small businesses, but also 
for countries, developing countries in particular, who 
are trying to supply our markets. 


709. But is it fair to say, at the moment, that, as 
far as direct environmental trade measures are 
concerned, you have not seen a great impact on your 
members? : 

(Mr Starns) Not at the moment, no, not in the 
consumer goods business area, no. 


Mr Taylor 


710. I was quite interested, (your documentation is 
quite robust), in raising concerns about environmental 
trade measures, for example, arguing that such 
“environmental trade measures result in economic 
harm with no environmental progress”, too often. That 
does not seem to match what you are actually saying. 
What you are actually saying is, “No, we haven’t had 
really any problems with this, although we are 
concerned that we might do in the future” which is a 
rather different perspective on that? 

(Mr Starns) We, as an organisation, have members 
who are involved in certain areas, and for those certain 
areas there has not been a great impact, although there 
is likely to be a growing impact in time, if certain 
measures, like ecolabelling and other measures based 
on Process and Production Methods, for example, were 
given greater credence, that could cause problems. But 
we do not, as an organisation, have too many problems 
at the moment. 


711. The reason I ask is that, there is a feature of 
a lot of the responses that we have had, both from 
NGOs but also from government organisations, the 
OECD, EC, and so on, which is to say that whilst there 
have been a lot of concerns in advance about the 
impact of environment measures, in practice those 
concerns have not been realised. And, to some extent, 
the fact that you say, “Well, so far it hasn’t been too 
bad, but we’re very concerned about what might 
happen” seems to reflect that. You will understand 
why, therefore, there may be a degree of scepticism 
about the forward worries, given that they do not seem 
to have actually come to fruition in the past? 

(Mr Starns) Yes. 


712. Businesses are always worried. 

(Mr Starns) They are always worried about things 
in the future, as you say; but I would say, in most of 
the agreements at the moment, where trade measures 
are operative, they are in areas where there is a fair 
degree of consensus, like, for example, the (Hazardous 
Wastes and Basle Convention). And you have a lot of 
countries signing up to many of these agreements and 
there is a fair amount of interactive consensus that 
certain things should be controlled, and where there 
are no other measures more suitable then trade 
measures, where appropriate, obviously can work. But 
we, as an organisation, fortunately, we have not found 
that the environment has not had a big impact on our 
members at the moment. As you say, businesses are 
always concerned about what happens in the future, 
and we would rather see the emphasis on more 
market-orientated ways of addressing the 
environmental issue, rather than the rush to some form 
of trade restriction, because, as far as we can see, there 
is no real direct link, or causal link, between trade and 
the environment. Environmental degradation that goes 
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on around the world, is much more associated with the 
domestic, social, political and economic policies of the 
countries concerned. 


713. If you do not like ecolabelling, what market 
measures are you thinking of? 

(Mr Starns) No, I am saying we like the idea of 
ecolabelling, if the criteria take into account the 
interests of consumers, business, developing countries 
and environmentalists, but what seems to be happening 
at the moment is that there is a proliferation of these 
kinds of measures in ecolabels, I think Sweden, for 
example, has three at the moment, and that is just one 
among 15 European Community Members. So if it was 
constructed in a way which took account of all these 
concerns and there was a general, multilateral 
agreement that a certain label for consumer products, 
for example, was acceptable then that would be a good 
thing. Because that would mean that you are not 
actually bringing in measures, physical measures, to 
stop trade, you are saying these goods are eco-friendly, 
according to the criteria that has actually been agreed, 
and you are saying to the consumer, make your choice, 
and, presumably, the consumer will make their choice 
and then people will supply the eco-friendly market, 
eventually. 


Mr Olner 


714. Yes, but surely ecolabelling is really just a 
product selling-point, is it not, and basically we ought 
to be looking at ecolabelling for commodities, where 
the real damage is done to the environment in some of 
these countries? 

(Mr Starns) At the moment, it is very much a 
product-selling point, it is just something that a lot of 
companies now feel they have to put on their 
packaging, and the criteria are often very suspect and 
there are very few controls, but there is no reason why, 
in theory, it should not be a much more rigorous 
measure than it is at present. 


715. Would you want a form of ecolabelling 
system brought in for commodities? 

(Mr Starns) For all kinds of products areas; we do 
not have any problem, as an organisation we do not 
have any members in the commodity improving area, 
but I see it as a good idea for all kinds of product 
sectors, I do not see any problem with that, as long as 
the criteria take into account all the various interests 
I mentioned. 


716. You mentioned the Basle Convention, earlier 
on, could I ask how your members respond to the mass 
of international information or documentation 
requirements that are needed, such as the Prior 
Informed Consent measures within that Basle 
Convention? 

(Mr Starns) That is not something I can really 
comment on, because, as I say, our members are not 
really involved in that area, the Basle Convention does 
not really affect our people. 


717. Yes, so with the other one as well, the 
voluntary London Convention on shipments of 
domestically prohibited chemicals, you would say your 


members are not suffering from any over degree of 
bureaucracy, in conforming with those Conventions? 

(Mr Starns) Trade restrictions are _ often 
accompanied by some form of bureaucracy, and, as 
with trade restrictions, the fewer and the less the better. 
But I cannot comment really on that particular area, 
because it is not something I am familiar with and it 
is not something our members are involved with. 


718. So you would basically say that your 
members are happy, that those Conventions are 
causing no delays in completing transactions? 

(Mr Starns) No, because they are not dealing in 
the products that those Conventions affect, I cannot 
therefore comment. 


Mr Elletson 


719. Can I just briefly return to what you said 
about ecolabelling, and you said that your members 
would not have a problem with extensions to 
ecolabelling systems or to a more effective form of 
ecolabelling. I wonder if you could just comment on 
how you think a more rigorous form of system of 
ecolabelling might be financed and whether your 
members would be prepared to see them paying, to 
some extent, for a more extensive ecolabelling system? 

(Mr Starns) 1 do not think our members would 
envisage necessarily paying for such a system, they 
would basically say, “Well, if we’re going to address 
the environmental issue then whatever is done should 
be done multilaterally and internationally.” And it 
helps no-one when there are all kinds of standards 
flying around, and people could say, “Well, we’re not 
importing your product because it’s not of a certain 
standard.” And, likewise, our exporters, do not forget, 
are going to be affected by other countries saying, 
“Well, your goods don’t apply to our standards, so 
we’re not importing them.” So it just really breaks _ 
down that whole idea of an internationally structured 
and an international framework for a liberal trade 
environment; so what our members would say, “Okay, 
we’ ve got to address the environment, but do it on the 
international stage in a multilateral manner.” And once 
you accept criteria, and once there is an organisation 
that is deemed competent to set criteria for all kinds 
of product areas, and once countries generally accept 
that the criteria for the various products is fair, given 
all the interests that are put in the pot, then you can 
say, well, that is the ecolabel, and whether it be an 
international thing or whether it is 





720. But if we are going to more effective 
labelling criteria then you have got to be able to police 
that system and somebody has got to pay for that? 

(Mr Starns) Yes, we would envisage that the 
authorities, in the countries concerned would pay. If 
the World Trade Organisation were involved in 
policing that, which I am not sure they will be too 
happy to do, then countries would have to put money 
in to that organisation. 


721. Yes, the taxpayer, in other words? 

(Mr Starns) Yes. It does not really matter, in the 
sense that if importers or other businesses have to pay 
for it then the individuals ppay for it whether as 
consumers or taxpayer pay for it anyway. 


196 


MINUTES OF EVIDENCE TAKEN BEFORE 





27 March 1996] 


Mr CHRISTOPHER STARNS 


[Continued 





[Mr Elletson Cont] 

722. But that presumably would come through 
increases in corporate taxation, in some form or 
another? 

(Mr Starns) Possibly, yes. 


723. So your members would end up paying for it, 
in one way or another? 

(Mr Starns) Yes, in one way or another, quite 
possibly. 


Sir Irvine Patnick 


724. Mr Starns, Saturday moring, on my 
shopping trip, I noticed that various products have got 
what I call their own ecolabel on, which makes you 
read it twice. Is this something that your Association 
recommends, bearing in mind you are importers, and 
there must be another link in that chain, unless you are 
importing, as a store, to sell, is it not sold on? The 
very, very quick point I am making, do you 
recommend to your members that they have standards 
and define those standards, and, if so, how do you 
do it? 

(Mr Starns) We do not get involved in that area, 
no. The European Commission, as you might be 
aware, has an ecolabel and there is some involvement, 
or I think they have specified criteria for about six or 
eight product areas, at the moment, the result of a very 
long drawn-out process. But we do not, as an 
organisation, get involved in setting those standards, 
basically, because we do not have the resources 
ourselves, as an organisation, and also there is such a 
plethora of standards, which standards should you 
choose? 


725. This is the interesting point. How do you go 
on then with someone who ships in an endangered 
species, you have no power of policing, how do you 
reprimand them, if you ever get to know? 

(Mr Starns) We, I think, only have one member, 
as far as I am aware, that actually trades in CITES 
goods, and there is a policing system, and there are, I 
think, three lists, one the most endangered, and clearly, 
if you are bringing those in, it is illegal to bring in a 
product into the UK, or indeed the European 
Community, that is banned according to that 
Convention. So you would be contravening the law as 
soon as it was landed, because you are importing an 
illegal product, although, obviously, some are brought 
in, in various sort of circuitous ways, basically 
smuggled in. There is a Customs section, I believe, at 
Heathrow, in particular, but presumably other areas as 
well, that actually polices imports of these goods, it is 
therefore not a problem there, but importers are 
allowed to bring in products from a certain specified 
list which are not the most endangered species. 


Mr Thomason 


- 726. Can you tell us whether companies like B&Q 

and the Body Shop are typical of an increasingly 
growing number of retailers who are seeking to 
research the environmental background of their 
products, and taking into account what they are selling 
and the environmental background to that? 


(Mr Starns) 1am not at liberty to mention any of 
our member companies, as such, but I can say that 
there is a growing interest in this area, mainly because, 
despite the fact that many personnel within various 
well-known companies have a genuine interest in their 
own personal lives in making sure that the 
environment is addressed as an issue, companies 
clearly look at things, some are very progressive and 
are well-known for having fairly progressive corporate 
philosophies, which would easily embrace interest in 
this area. However, more companies are actually 
looking at it from a commercial point of view and 
basically minimising the idea of, minimising 
commercial risk. They may, in many cases, disagree 
with some of the arguments that are raised concerning 
the environment and other social issues connected with 
development, and what have you, but they certainly 
are addressing these issues. Perhaps in the last two, 
three years, in particular, there has been a growing 
trend of companies saying, “Well, we’re talking here 
about supply of chain management, we’re talking 
about the investment we make in the company name, 
in the company image, and we can’t really afford to 
let that go very easily and we can’t leave ourselves 
open or vulnerable to attacks in this area of the 
environment.” So where they can, and where they can 
they will seek some kind of internationally recognised 
standard, or at least the European standard for a 
particular environmental concern, otherwise they will 
try, within the framework of their own company 
policy, and put something together, some kind of 
framework or code within their own company. It is all 
about managing the supply chain and managing the 
risks associated with that and the company image. So, 
certainly, there are now some quite well-known retail 
names now who are looking more and more at this area 
and they have codes of conduct, as far as importing is 
concerned, 


727. That is bad news for your members, is it not, 
because a lot of these companies are actually going out 
and buying directly abroad because they want to have 
total control over the goods that they are buying and 
know that they have been produced to the correct 
standards; that cuts your members out, does it not? 


(Mr Starns) Not really, no, these days importers 
come in many forms and they are not merely import 
agents, although there are still many around. There are 
retailers, who control the whole supply chain, who like 
to become members of ours, there are wholesalers who 
bring in and then sell to the retail trade, there are 
manufacturing companies who bring things in, process 
them and export them, so there is a whole range of, 
you have the proprietors, a sole traders, and small 
businesses, bringing things in and sells in one or two 
retail outlets somewhere in the country. So the whole 
range. 


728. But it is true to say that the traditional 
entrepreneur import agent is probably getting squeezed 
by the tendency of the larger companies now to source 
their own goods directly, is that not true? 
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(Mr Starns) The larger companies, these days, try environmental considerations are part of that 


to control as much as possible of their supply chain. 
Now there are some product areas, and certainly some 
countries, where the more difficult a country is to deal 
with the more likely a company is to deal through an 
agent, so you can see, in something like Outer 
Mongolia, you might find that, because of the personal 
knowledge of a particular small business agent of a 
particular area, some companies would still deal in 


\ 


these areas through a small agent. , 


729. But you do agree that this is a tendency now 
which is becoming of significance? 

(Mr Starns) Yes, and it is motivated partly by the 
risk that we are talking about, or the commercial risk 
to businesses from issues like the environment and 
social developmental issues, they cannot afford to be 





lambasted’ on T.V., as some companies were 
recently: 
730. Is it also motivated by price? 


(Mr Starns) There is a factor there as well, yes. 
The more control they have over the supply chain the 
more that they can, well, control price. 


731. Is it true that it is more motivated by price 
than environmental considerations? 

(Mr Starns) Not really, because you have to look 
at things in the whole, it is not simply a price thing, it 
is not simply an environment thing, you are wanting 
to give your customer the best value for money and 
the best product you can get in the market you are 
supplying, and really you are looking at things in the 
whole. Clearly, there is a commercial interest in 
making sure that when you are importing you do so 
from sources which address environmental issues, and 
the more you can control the supply chain the better it 
is for you, because, yes, you become more 
competitive, yes, the price can be controlled, in many 
respects, but you still have to also address these other 
issues. Because it is no good you going to a country 
and buying simply on price, because there are all kinds 
of other factors that are roped in, and whether the 
person can supply the product on time, how reliable 
generally the supplier is, all kinds of issues that come 
in to your decision. And the environment and social 
issues are now two of those areas, because of the 
commercial risk associated with your corporate image. 


732. But the demise of the small import agent is 
now really pretty well set, is it not, in a large number 
of areas? 

(Mr Starns) Where companies are not using 
agents, yes, obviously, there is a lack of business. 


733. That is good news for the environment, 
because they are not really environmentally sensitive, 
are they? 

(Mr Starns) It is really a question of businesses’ 
own choice, individual businesses. 


734. Yes, but if the larger businesses are in the 
business of buying direct, and you are telling us that 


purchasing policy, does it not follow that those people 
who buy through small import agents, where 
environmental consideration is of no significance at 
all, are clearly not going to be as involved in the 
impact in developing countries of their purchasing 
policies; is that nght? 

(Mr Starns) No, I do not think you can assume 
that every import agent, or simply because they are an 
import agent, is environmentally unfriendly. You will 
be aware yourself that a whole range of companies in 
the UK and elsewhere have a whole range of 
philosophies, and the smaller the business usually the 
more difficult it is to address many of these issues, not 
because they do not want to address them, there are 
many directors of small companies that I have met that 
say, “Well, personally, we’re all for some sort of 
measure to address the environment.” But they have 
so many other concerns that, inevitably, these kinds of 
issues, which are, particularly for the small business, 
tangential to their main operation, are going to be 
lower down the priority scale. 


Chairman 


735. The Singapore Conference is going to deal, 
if you like, with trying to get some balance between 
world trade and the green environment. What would 
you like to see come out of that, change, or not? 

(Mr Starns) To an extent, I think that the World 
Trade Organisation has been lumbered with this 
dossier because it is believed to be the most 
appropriate organisation in existence at present, but it 
is not necessarily, as currently constructed, the best 
organisation for the job. Ideally, you might say, as 
some commentators have said, well should we not 
have an international environmental organisation, but 
since the World Trade Organisation is there and since 
there was a lot of pressure towards the end of the ° 
Uruguay Round to address this issue, to an extent, it 
has been foisted on the organisation. Since the 
organisation has been forced to deal with this issue, I 
would like to see it become more environmentally 
friendly, as it is perceived to be unfriendly, although 
one could argue whether that was indeed the case, but 
I would like to see the ecolabelling issue addressed, 
and the international standards issue addressed, so that 
companies who want to come up with some sort of 
code can have a stable reference point for their 
ecolabelling policy and for all countries to have a 
similar reference point. I would like to see the 
clarification of the relationship between WTO, GATT 
and the multilateral environmental agreements that are 
in existence at the moment, and I think it should not 
be attempted to do too much, and I think those two 
areas, if there was some sort of agreement in those two 
areas alone that would be quite a significant move 
forward. 

Chairman: Right; well, on that note, can I thank 
you very much for your evidence. Thank you. 
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Memorandum by the Consumers’ Association (WTE 44) 
WORLD TRADE AND THE ENVIRONMENT 


INTRODUCTION AND SUMMARY 


Consumers’ Association (CA), publisher of Which? and other consumer magazines and books, is an 
independent consumer organisation with around 800,000 members. We have long had an interest in trade and 
environment issues, at a national, regional and global level. We welcome this opportunity to contribute to this 
inquiry and to the wider debate on the trade/environment links currently underway in the international 


community. 
€ 


CA has made a number of contributions to the trade policy debate over the years and has stressed the 
importance of the multilateral system as a means of promoting the consumer cause. CA has commented on 
many aspects of the debate currently underway around the relationship between trade and the environment and 
welcomes this opportunity to contribute to the important work of this Committee. 


Underpinning CA’s more detailed comments below, we would like to stress the central importance we place 
on consumer choice and information. We would also stress our commitment to and support of multilateralism 
and non-discrimination in trade and would place great emphasis on avoiding the creation of new barriers to 
market access. CA would also emphasise the importance of environmental issues within the consumer context 
and the role that CA itself plays in providing environmental information through its product testing activities. 


SPECIFIC COMMENTS 


The inter-relationships and conflicts between the liberalisation of trade and the protection of the national and 
global environment 


It is our view that the liberalisation of world trade and the protection of the global and national environment 
are not necessarily mutually exclusive aims for policymakers. Indeed, we would argue that the promotion of 
trade liberalisation leads to a more efficient use of resources, which in itself is a contribution to environmental 
protection. However, it is not necessarily true to argue that the promotion of environmental objectives will 
enhance trade liberalisation. It is in this regards that CA is most concerned. CA would generally agree with the 
orthodox view of the relationship between trade and the environment, namely that: 


— “although environmental costs may have been underestimated, they do not erode international 
competitiveness, nor are they the chief cause in the migration of dirty industries; 


— open trading regimes may be better for the environment; 


— internationally uniform environmental standards (harmonisation of standards) are not economically 
efficient; 

— co-operation between nations in formulating environmental regulations offers a superior alternative 
to unilateral action”. 


However, CA is mindful that the orthodox view of trade and the environment does appear to underestimate 
the geographically specific and temporal nature of environmental degradation. The relationship between trade 
and the environment is thus complicated by a number of factors, such as: 


— the fact that much of the industrial growth in the fastest growing economies, particularly in South 
East Asia, is driven by imported resources; 


— that much of the development of large developing countries is based on inefficient and largely 
unregulated use of resources; 


— that total emissions of environmentally damaging materials have risen consitee in the post-war 
period; 


— the ability of economies to adjust their activities to become more environmentally friendly is 
highly disparate. 


Review the roles and achievements to date of international organisations, and in particular the World Trade 
Organisation, in integrating trade and environmental objectives 


CA has long held the view that the World Trade Organisation was not the correct venue for the discussion of 
environmental matters. This is partly because of our support for the multilateral process and our fear that the 
issue may lead to “back- -door? protectionism and partly because of our belief that the WTO is ill-suited to 
ee oe ee ee a ee ee eM Oba 


' Cited in Duane Chapman, Jean Agras, Vivez Suri, “International Law, Industrial Location, and Pollution”, in Indiana Journal of 
Global Legal Studies, Fall 1995, Volume 3 Issue 1: Bloomington, Indiana. 
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discuss issues not directly associated with trade liberalisation. The difficulty that the WTO faces in dealing with 
the complex interrelationship between trade and environmental problems has been evidenced by the slow 
progress seen in the Committee on Trade and the Environment. 


CA thinks that one of the root causes for the lack of progress and consensus on the issues under discussion 
is the lack of openness and transparency in the WTO. CA has lobbied, through its membership and participation 
in the work of Consumers International (formerly the International Organisation of Consumers Unions), for the 
WTO to become less secretive in its workings. More openness and transparency will make the multilateral 
system more credible and better understood on the part of the wider public. This is particularly true in the area 
of trade/environment linkages. The issues under discussion at the WTO in this area are far too important to be 
kept hidden from public gaze. 


Determine the circumstances under which trade restrictions are an appropriate means of achieving 
environmental goals, and those circumstances under which alternative strategies might be more appropriate 


We think that restricting trade for environmental protection should be a last rather than first resort. Some 
aspects of the area are already covered by the Uruguay Round agreements on Sanitary and Phytosanitary 
Measures (SPS) and on Technical Barriers to Trade (TBT)—these establish criteria for when and if trade should 
be restricted, and represent a model which could be usefully followed more generally. 


The SPS agreement is particularly enlightening on the testing of measures for the restriction of trade in food 
and foodstuffs. The agreement, following from the Panel case law under previous Article XX(b) disputes places 
the burden of proof on the country invoking or implementing a regulation or other such measure. It also points 
countries in the direction of finding the least trade restrictive measure that is reasonable to expect. We think that 
this allows countries ample leeway in the development of standards, without jeopardising their ability to regulate 
their own environment. The primacy of science enshrined in the SPS is also to be welcomed in general terms 
and would form a useful basis for any future work on the environment at the WTO. 


The aspect of the Technical Barriers to Trade of most direct relevance to the interrelationship between trade 
and environment rules is contained in the Code of Good Conduct for standards setting bodies. The rules of 
operation laid out in that Code form a very good basis for operating principles for other bodies involved in the 
standards setting process. These principles would be a useful pointer for the development and application of 
environmental standards. This is particularly apposite for those standards that are a response to what is perceived 
to be a domestic environmental problem, but which have potential trade implications. 


If the principles of the SPS and TBT agreements are used in the manner described we believe that a number 
of potential conflicts between trade and environmental policies can be avoided. 


Review the effectiveness of existing multilateral environmental agreements and their compatibility with WTO - 
rules 


While CA has not carried out research on the application of MEAs, nor of their compatibility with WTO 
rules, we would like to reiterate our adherence to certain core principles. We would stress our view that those 
MEAs currently in place, or under discussion, should aim at the least trade restrictive approach possible. We 
would also re-emphasise our support for a consensus based ban on trade in goods that are severely damaging to 
the environment and human health and would encourage efforts to negotiate agreements enabling developing 
country governments to more effectively control their own trade in toxic or hazardous products. 


Investigate the impact of international trade and environmental agreements on the ability of Third World 
countries to develop an environmentally sustainable economy 


The liberalisation of world trade and the more efficient use of resources helps developing as well as developed 
countries more effectively protect their environment. However, the ability of developing countries to police their 
environment is hampered by a combination of poor technical knowledge, resource constraints and political will. 
CA would support efforts to counteract each of these constraints through greater efforts at technical co-operation 
agreements between developed and developing world governments. 


Review current UK involvement in negotiating international trade and environmental agreements, identifying 
ways in which the government can contribute most effectively while protecting UK interests 


CA would generally be supportive of the emphasis that the UK government places on the role that trade plays 
in enhancing consumer welfare in the UK. We would also be supportive of efforts to minimise trade distortions 
in the name of environmental protection. However, we do feel that there needs to be greater cognisance of the 
potential environmental impact of economic activity at the international and national level. 
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The importance of free trade in allowing consumers a wide choice of goods 


CA takes a very strong position in favour of freer trade and is a strong supporter of the multilateral trading 
system. CA argues that freer trade in goods and services is the “first-best” means of enhancing consumer welfare 
in traded goods and bases all trade related policy decisions on this principle. However, CA does recognise that 
free trade is an aim and not a reality of economic life and that market imperfections and disparities influence 
the manner by which consumers exercise choice. CA also recognises that such imperfections and disparities 
affect the environmental externalities stemming from such choices. In this light, the potential (and real) 
environmental impact of the exercise that choice by consumers is a concern for CA. CA thinks that consumers 
need to be presented with sufficient unbiased and verifiable information to enable them to evaluate the 
environmental implications of freer trade in goods and services. Freer trade rests on consumers having access 
to sufficient information that enables them to make informed choices. This need for information is especially 
important in relation to the environmental impact of consumer choice. 


The prevalence of “green consumerism” in the UK 


CA has no recent evidence regarding the prevalence of “green consumerism” in the UK, although we do 
collect data on environmental attitudes among our readership and in response to member responses to product 
tests containing environmental criteria. What data we do have are from 1991' and indicate that there is a 
considerable will on the part of consumers to consume in a more environmentally friendly manner. Others 
surveys would support this view, but also add the caveat that the responsiveness of consumers to “green 
consumerism” is very much influenced by other factors, most immediately demographics and information. Social 
Trends Number 26 (1996) indicates the disparity between environmental concerns on an age basis. The data tend 
to show that environmental concerns decline with age. However, the data show that environmental concerns of a 
lifestyle nature tend to increase with age. For instance, concern over traffic pollution and road building tends to 
increase with age, while concern over global warming and biodiversity loss decreases. Different consumers will 
thus place differing priorities in their consumption patterns in order to act in a more “green” manner. This fact 
complicates the picture and involves a complex interplay of attitude, income, age and information. 


The latter point, the need for information, strikes at the heart of the issue of “green consumerism”. Attitude 
surveys conducted over differential time periods would indicate that the prominence of an issue in the media 
plays a role in the identification of that issue as being of concern [Social Trends 25 (1995)]. The problem of 
information provision also clouds the ability of consumers to equate environmental degradation with their own 
consumption behaviour. CA would suggest that any perceived need for consumers to behave in a more 
environmentally friendly manner will involve a large scale process of education and information provision. The 
amount of education needed will depend on the target environmental problem. For instance, the identification 
of rainforest destruction as an issue of concern is difficult to translate into a consumer concern, whereas a 
concern over pollution and landfill usage is relatively more prone to translation into a consumer issue. The 
confusion caused in equating different environmental problems to different consumption patterns may also lead 
to a degree of cynicism and inaction on the part of consumers. This is particularly true where incorrect, or 
questionable, links have been made linking specific consumption behaviour to broad environmental issues. The 
common confusion that recycling paper will lead to less destruction of rain forests is a case in point.* Such 
incorrect or dubious information may engender a cynicism in consumers that will inoculate them against more 
pointed and accurate information. 


There also appears to be a willingness in opinion polling data for consumers to pay a premium for what they 
perceive to be more environmentally friendly products. However, the overall data masks the reality of “green 
consumerism” in that it tends to apply to differing degrees among different product groups. It is also true to say 
that the actual market for more environmentally friendly products is smaller than would be suggested by opinion 
poll data, that is people do not consume as they suggest they would when asked. CA would suggest that a good 
deal of the problem in this area lies, again, in information provision and trustworthiness. Our concerns in this 
regard will be echoed later in our comments on ecolabelling. For any market to operate consumers must be in 
possession of enough information on which to base their decisions. In the case of the environmental 
characteristics of a product the provision of information to consumers is often bewildering. We think that there 
needs to be tighter regulation of manufacturers’ self-declaration claims to enable consumers to make informed 
choices. Without such regulation they will continue to face the enormous range of, often dubious, environmental 
claims currently presented on products. 


As mentioned earlier the result of this lack of trustworthy information may be to inoculate consumers against 
valid environmental claims. This lack of regulation may therefore harm the efforts to educate and inform 
consumers about the environmental impacts of their consumption behaviour. 
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' D McKenzie, “The Rise of the ‘Given Consumer”, in Consumer Policy Review, Volume 1, Number 2, April 1991. Consumers’ 
Association. London. 1991. 
* Ibid. 
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Ecolabelling schemes, which enable consumers to identify “environmentally friendly” goods 


The development of ecolabelling schemes has the support of CA in principle. However, in practice the 
development of the EU scheme has left a lot to be desired. CA would also contend that the proliferation of 
ecolabelling schemes must not be allowed to develop into a new series of technical barriers to trade. By their 
nature ecolabelling schemes concentrate on domestic environmental impacts and to this extent they tend to take 
little notice of environmental conditions in other countries. This domestic focus may thus create criteria that are 
not appropriate to the environmental conditions of exporting countries. If such a domestically focused label 
becomes a major influence on consumer buying habits it may act to limit imports. This would become a barrier 
to trade and act against the consumer interest as it would limit choice. 


CA would also argue that it is too simplistic to state that ecolabels identify more environmentally friendly 
products. The EU scheme may aim to do this, but the global picture is more complicated. In response to the 
perceived threat of new market access barriers in the developed world, a number of developing countries have 
begun to develop their own ecolabelling schemes. However, these schemes have tended to concentrate on export 
products and not those sold to domestic consumers. For UK consumers the extent to which an ecolabel identifies 
a more environmentally friendly product, it only does so within the criteria developed. Given the choice of 
environmental impacts are exclusively European an ecolabel can only identify those products as being more 
environmentally friendly that have been produced within a specific manufacturing process or climate. CA would 
support greater efforts at the international level to develop criteria for mutual recognition of ecolabels. 


The desirability of importing goods from developing countries where the methods of production may have 
damaged the local environment (for example, commercial food production in many third world countries has — 
displaced subsistence farmers and replaced traditional farming methods with intensive techniques based on high 
inputs of agrochemicals) 


CA thinks that this approach is unwise as it comes too close to what is regarded in developing countries as 
“eco-imperialism”. Unilateral decisions in developed economies of the efficacy of production methods in 
developing countries is neither constructive nor helpful in addressing environmental degradation. It is also 
inconsistent with the basic principles of multilateralism and the multilateral trading system. 


CA thinks that a more constructive, multilateral approach is needed to help identify common environmental 
problems and encourage a positive response from developing country governments. In this regard CA thinks 
that developed countries should opt for the carrot rather than the stick in encouraging greater environmental 
respect in developing economies. They also ought to address environmental problems at home as well as seeking 
to recommend policy measures for other countries. 


Whether consumers would pay a higher price for products which are “fairly traded” or produced in an , 
environmentally friendly manner 


While CA has carried out no particular research on this issue, we would point toward the need for consumer 
confidence regarding claims in this area. The definition of “fair” trade can vary greatly: in a number of cases it 
refers to a more efficacious distribution of income between importing company and producer, while in others it 
encompasses animal rights and environmental criteria. Consumers can only judge for themselves the validity of 
“fair trade” claims if the claims made are independently tested and applied, or applied by a body with a degree 
of public trust. Although the prevalence of “fair trade” marks is relatively low at the moment, it is likely to 
become and area of greater concern in the future. 


Proposals for “environmental” commodity agreements whereby consumers would pay a tax on (for example) 
coffee, and this is refunded to the growers so that they can invest in techniques which do not damage the 
environment 


CA has not carried out any particular research on any “environmental” commodity agreements. However, we 
would express a large degree of scepticism about their adoption. Any such agreements would obviously involve 
a transfer from customers to producers, something that CA would be opposed to in the context of widespread, 
and environmentally damaging, agricultural protectionism. The degree of choice for consumers would be a major 
factor in any CA position on such a scheme. Present schemes operated by, for instance Oxfam and Traidcraft, 
already offer consumers the opportunity to purchase commodities in the knowledge that their higher price 
involves a transfer to producers. CA is supportive of this sort of initiative, provided that the claims made by 
programmes are testable and verifiable. Extending these sorts of voluntary schemes to a more general compulsion 
would be viewed with suspicion by CA. The agriculture agreement of the Uruguay Round already allows 
governments to subsidise producers in the name of the environment. CA was particularly pleased to see the 
Uruguay Round Agriculture Agreement establish the principle that subsidies to producers ought to involve 
transfers from government and not from consumers. We would echo this approach and suggest that producers 
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already have plenty of scope to receive income in support of “environmental” objectives without new burdens 
being placed on consumers. CA would suggest that a more fruitful approach to this problem would be found 
through “greening” agricultural protection. The enormous expenditure in OECD economies in favour of 
protecting agricultural producers would prove an attractive source of funding for improved environmental 
performance and could form the basis of assistance for producers in developing countries. 


Consumers’ Association 


March 1996 
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Examination of witnesses 


Mr Puiup Evans, Economic Policy Officer, Ms BARBARA Harvey, Head of Public Interest, Research Group, 


Consumers’ Association, were examined. 


Chairman 


736. Can I welcome you to the Committee and 
could I ask you to identify yourselves, for the purpose 
of the record? 

(Ms Harvey) Yes, good moring, Chairman, 
members of the Committee. My name is Barbara 
Harvey, I am the Head of Public Interest Research at 
the Consumers’ Association. My colleague is Philip 
Evans, and his position is Economic Policy Adviser 
there. 


Chairman: Thank you very much. 


Helen Jackson 


737. You say, in your evidence, quite rightly, that 
freer trade rests on consumers having access to 
sufficient information to enable them to make 
informed choices. Would you like to tell the 
Committee how the Consumers’ Association is 
informing consumers themselves about the 
environmental impact of the choices they make? 

(Ms Harvey) I think it is worth saying, right up 
front, where responsibility for providing information 
lies, and it is not with Consumers’ Association, it is 
with the manufacturers and the retailers of these 
products. In an ideal world we would do ourselves out 
of a job and we would not be needed to provide 
information to consumers. Unfortunately, we are not 
living in an ideal world, which means that Consumers’ 
Association has to tackle this issue in two main ways. 
One is by actually lobbying to have the changes made, 
in order that the products and the services are right and 
are labelled properly; and then, secondly, it is through 
the magazines and through our other outlets, by 
providing information to consumers. So we see it as 
something that we have to do because the world is not 
ideal. To give you some examples of where we do 
provide information to consumers, let me take, first of 
all, energy efficiency, because that is the one I think 
we have been involved with longest. Consumers’ 
Association was established in 1957 and when we 
were just six years old we published our first report on 
energy efficiency in fridges, where we gave the 
running costs of 18 fridges. Since then we have gone 
on to provide information on energy efficiency of 
almost every product that we test; so now if you open 
a copy of Which? you will not only find, for example, 
the running costs or relative efficiencies of fridges and 
freezers or washing machines, you will also find them 
on, for example, our report on TVs with big screens, 
which we did last February. So, basically, we publish 
energy efficiency information about virtually all the 
white and brown goods that we test. Running 
alongside of that, I think, some of the work has 
revealed some very serious problems with even the 
labelling systems that we do have. For example, some 
of the research that we have done into energy labelling, 
where we have done comparative tests, so we have 
basically tested alongside the criteria that are 


published, in terms of energy labelling, and some work 
that we did a year or so ago showed a sort of 70 per 
cent difference, variation, between our results and the 
results that the manufacturers were claiming for their 
energy labels. Now we have recently revisited this 
problem and we are at the very early stages of 
analysing the data, but it looks very serious indeed, 
and we will be publishing on that in due course. 


738. Sorry, you will be publishing a report on the 
problems that you have experienced on the data? 
(Ms Harvey) Yes, looking at energy consumption. 


739. Have you published anything up to date on 
that issue? 

(Ms Harvey) For example, what we have 
published is this fact that we have noticed a 70 per 
cent difference between what manufacturers claim and 
what we have found. I think the most alarming part of 
what we have found is that all the bias is against the 
manufacturer, in other words, it is not an equally 
underreading, overreading, it is overclaiming in almost 
every instance, which is of great concern indeed. 


740. Do you find there is a difference between 
home products and imported products, and where you 
have difficulty in getting information on imported 
products how do you go about resolving that? 

(Ms Harvey) 1 hope we will be able to answer that 
when we have got to the end of the analysis that we 
are doing at the moment; at the moment we do not 
have the figures split down in that way. 


741. But, historically, have you found a difference 
between getting information from home products and 
imported products? 

(Ms Harvey) We do not get information from 
anybody, we do it ourselves, so that is not a problem. 


742. From manufacturers? 

(Ms Harvey) No, we test the products ourselves, 
completely from scratch, we do not rely on any 
information that is given to us by manufacturers at all. 


Mr Elletson 


743. Can I just ask you to expand a little bit on 
what you have said about manufacturers’ spurious 
claims. How significant a problem is this and how 
widespread is it, and what can you do to deal with the 
consumer cynicism which it creates? 

(Ms Harvey) | think the problem of spurious 
claims is probably the most serious one that we face, 
in terms of dealing with environmental issues, at the 
moment, from the consumer’s point of view. The 
colleague who spoke before me mentioned that 
consumers want environmental information. I am not 
sure that they do, at the moment, I think consumers 
are so absolutely confused at the plethora of labels and 
claims that are made out there, they have almost 
thrown their hands up in horror and say, “I can’t be 
bothered, I can’t cope”, they are so lacking in trust of 
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what is out there in the market that they simply do not 
want to know any more. And that has put in jeopardy 
the one or two schemes that we have got in place here, 
which do have potential to be very good, informative 
schemes, like the ecolabel scheme, which although we 
have very serious concerns about we think probably 
holds the key to the future development of 
environmental labelling. 


744. You would say that ecolabelling was the best 
available scheme for making sure that consumers 
could make an informed choice, based on verifiable 
and unbiased information, or would vou suggest 
anything else? 

(Ms Harvey) We support the concept of 
ecolabelling, that is absolutely clear. We think that 
using some form of life-cycle analysis is the only way 
forward, in the end, to actually get at what are the 
long-term implications of having and buying products. 
However, we think the ecolabel scheme has really, 
really failed to meet the requirements that it promised, 
back in the eighties, when the scheme was first 
introduced. And, if I can run through how we would 
like to see it improve, perhaps, I think, first and 
fundamentally, we want to see a reassessment of 
priorities. We would like to see, the first ecolabels are 
in place but we would like.to see a sort of revamped 
ecolabel scheme, bringing on-stream ecolabels on the 
kinds of products that people buy every single day, not 
on washing machines, which are purchases that 
perhaps we make every ten or maybe 15 years, but on 
things like, perhaps, hair-sprays, that you buy in your 
weekly shop, regular purchases. We think the 
standards set for the ecolabels at the moment have 
been, on the whole, ‘set too high, in other words, that 
has led to the fact of low visibility of the actual 
ecolabels in the stores; if we had a slightly lower 
standard on products that you buy more regularly then 
I think people would begin to become familiar with 
the ecolabel and begin to trust it. Alongside that 
though, and absolutely crucial to it, is the need to 
outlaw the spurious claims that we see in every 
supermarket at the moment; these are things like 
bleach free, chlorine free, environmentally friendly, 
ozone friendly, these claims do untold damage in terms 
of consumers’ confidence in what the claim is. Now if 
you outlaw those and strengthen the ecolabel, make it 
visible, then I think we are beginning to get 
somewhere. The scheme obviously needs to have a 
much higher profile than it does now, it needs to be 
made more attractive to manufacturers, so that they 
join it and use it as a marketing tool to promote to 
consumers. It also needs to make, the problem needs 
to be addressed of what the absence of a label means, 
because, of course, at the moment, not having a label 
means absolutely nothing, you do not know whether it 
means they did not apply for it, or whether it failed 
the criteria, and there needs to be some way of telling 
the consumer, “This has failed; this has passed”, so a 
sort of yes or no criterion, for example. 


745. Are there other methods that you could 
suggest, other than ecolabélling, that might help to 
inform the consumer? 

(Ms Harvey) | think, tightening up on the claims 
that people have made, so that the claims people do 


make are backed by evidence and mean something. 
Both that and an ecolabelling scheme will help 
enormously. 


746. How would you suggest that can be done? 

(Ms Harvey) Tightening up the legislation, 
basically, so that people cannot get away with saying 
“bleach free” when the product never contained bleach 
in the first place. Those claims are grossly misleading 
and they simply add to the total confusion. For 
example, the whole idea that, we did some research 
into lead-free petrol and one of the main reasons 
people gave for buying lead-free petrol was to improve 
the ozone layer, help the ozone layer; that is such a 
great misunderstanding. And people, I think, do 
generally, in their heart of hearts, want to help, and 
particularly young people, who we have coming 
through our school system at the moment, children 
who are going to be very up on the environment and 
put you and I to shame. But, in order for them to 
actually exercise their choice and their free-will, they 
are going to need good information on which to do 
that. 


Mr Taylor 


747. That gives us a very good general position on 
where you stand. Can you summarise for me the 
specific concerns you have regarding the EU scheme? 

(Ms Harvey) Yes. Concerning the EU scheme, the 
fact that it is invisible. If you go into the shops or into 
a store I would challenge you to find an ecolabel on 
any product, it is almost impossible to do so. The 
scheme has no profile in the consumer’s mind at all. 
The National Consumer Council, as you are no doubt 
aware, has done some work recently, looking at 
environmental claims, and I think that bears out the 
fact that consumers simply do not recognise the 
ecolabel for what it is. If you add to that the fact that 
manufacturers do not have any confidence in it and 
therefore are not putting forward new products for 
labelling, I think that also is a serious concern. And, 
again, I think, you cannot divorce it from the context 
within which the labels exist, which is within this 
plethora of meaningless labels. So those are our main 
concerns really about the EU scheme, as it stands at 
the moment. 


748. Alright, so you are in favour of them but you 
are not too keen on any of the examples that we have 
got? 

(Ms Harvey) Yes. , 


749. What do you think could be done, if we were 
making a recommendation, which we may do, what 
should that recommendation be? 

(Ms Harvey) I think, to go back to basics would 
be my strongest recommendation, to go back to 
consumers and start, first of all, with what it is that 
they want to see an ecolabel on, what is it that they 
most desperately want information about, because if 
you start with information that they actually want and 
need then when it comes they are going to respond to 
it, do something about it. So I suggest perhaps the first 
thing that ecolabelling boards might do would be to do 
some research into where it is consumers most lack 
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information; at a sheer guess, I would guess it is in the 
sort of cosmetics, personal care area. Then I would 
suggest that, on the basis of that research, they come 
up with sensible criteria that will both promote the 
products that are better, in terms of their environmental 
impact, but also bring in enough products in each 
country to enable each country’s citizens to see that 
product on the shelves. And those would be my most 
strong recommendations for you. 


750. Are you implying by that a legislative 
scheme and are you implying by that a single logo, or 
something of that sort? 

(Ms Harvey) | think, a logo, yes, absolutely, there 
must be a single recognisable label for people. I do not 
actually see anything wrong with the label as it stands, 
I do not have a problem with the actual picture itself. 
In terms of whether it should be mandatory or not, at 
the moment we favour a voluntary scheme, really for 
two reasons. First of all, that we think a voluntary 
scheme would work, done properly; and, secondly, that 
life-cycle analysis is still an inexact science, it is 
something which we are working on developing, and 
to bring in a mandatory scheme on the basis of 
something which is an art perhaps more than a science, 
in some respects, we think probably is unfair at the 
moment. 


751. We are looking at trade and the environment, 
rather than ecolabelling, as such. One of the criticisms 
you make is that, by their nature, ecolabelling schemes 
concentrate on domestic environmental impacts and 
tend to take little notice of the environmental 
conditions in other countries. Is that necessarily true, 
if it is a life-cycle analysis, I do not see why that 
should be? ; 

(Mr Evans) 1 think you have to be very careful, 
talking about life- cycle analysis with ecolabelling, 
because, as my colleague has mentioned, life-cycle 
analysis, as I am sure you have heard from other 
people, is a very inexact and underdeveloped science, 
it is certainly not developed to the extent that I think 
some of the practitioners might claim. And I think one 
of the major problems with all ecolabelling schemes, 
not just the EU scheme, is that there is a domination of 
those schemes by domestic producers, partly because I 
think the trade side of environmental labelling, the 
trade side of environment itself, has not really been 
looked at really up until very, very recently. You 
tended to have the people that worked on trade, the 
people that worked on the environment working in 
very different areas, and when they met they tended to 
not be able to meet on sort of equitable terms. And, I 
think, with the EU scheme, it is still very much a 
domestic scheme, and I think that the 


752. Is the WTO right to be concerned? 

(Mr Evans) Yes, | think the WTO is right to be 
concerned. In a sense, the EU scheme is in a very, 
_ well, all ecolabelling schemes are in a_ very 
problematic area for trade law, because they are called 
voluntary schemes and so they do not really fit in to 
trade law at the moment. There is a very long-running 
debate at the WTO as to the extent to which 
ecolabelling schemes actually do fit in or not, and, I 
think, until we actually do get some case law on this, 





it is very unclear, so | think they do have a reason to 
be worried. 


Chairman 


753. Could I ask you then what would be your 
position, as an Association? We heard earlier the 
Brazilian Ambassador really saying that certainly the 
ecolabelling for paper tissues was, in his view, a 
restraint of trade, discrimination against Brazil, 
probably discriminating against Canada. Do you think 
that that label does discriminate against them, or not, 
and would you approve of it? 

(Mr Evans) To be honest, I do not know the details 
of exactly how the label has been brought about. From 
knowledge I have of, say, the pre-existing German 
scheme and the scheme in the US, I think there is a 
very strong case for certainly worrying a great deal 
about the way in which those have developed. For 
instance, the way in which the German Blue Angel 
scheme developed, their label, to do with recycled 
content, I know had a great many concerns raised in 
countries like Norway and Finland, who quite rightly 
point out they have not actually got enough people to 
have recycled paper, they do not have the people to do 
it. And I know, in the case with Canada, where you 
had a situation where when the US started bringing in 
very, very strong recycled paper conditions for 
government purchases, which again moves it to a grey 
area of trade law, they found that they had to import 
waste paper, because again they did not have the 
population sufficient to produce their own domestic 
waste paper, they had to import: waste paper, which 
again had environmental impacts, because of that 
trade. So I would certainly have sympathy with their 
worries; the exact details of the case, I am not sure. _ 


Mr Stephen 


754. You said that life-cycle analysis was a very 
inexact science; what is so difficult about it? 

(Mr Evans) | think it is trying to work out, it is 
almost setting the parameters for exactly what you pick 
and what you do not pick, I think, when it comes to 
environmental impacts. I know, from attending an ISO 
meeting of the TC207, that the people there working 
on life-cycle analysis, who were the world experts on 
life-cycle analysis, were finding difficulty in doing it. 
I think non-scientists find it even more difficult to 
identify exactly what impacts should and should not 
be included. So I think it is a whole sort of 
conflagration of things, that if you are dealing with, 
say, a producer in India and a producer in Germany 
they are dealing with very, very radically different 
environments, and so how do you build a life-cycle 
analysis which takes account of a country with, say, a 
thermal energy system or a hydro-electric system, or a 
country which uses certain chemicals because it can 
afford to, and another country which cannot. So I think 
that the whole process is very, very difficult. 


755. In an ideal world, we would have a set of 
agreed criteria, so that everyone would be clear as to 
the circumstances in which restrictions could be 
imposed upon trade for environmental reasons, and we 
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do not yet have those criteria. Do you think that the 
Uruguay Round agreements on Sanitary and 
Phytosanitary Measures and Technical Barriers to 
Trade could be used as a starting-point for the 
development of those criteria? 

(Mr Evans) 1 think the rules contained in the 
Sanitary and Phytosanitary and Technical Barriers to 
Trade agreements do actually give some very useful 
pointers. I do not think that they should be the be all 
and end all of how this thing is dealt with. Just to 
explain in terms of how the Sanitary and Phytosanitary 
agreement came around, it is really a very elongated 
description of how you should deal with an opt-out, on 
the grounds of human health or plant health or life, 
and that was really developed out of case law, which, 
a number of cases are brought on those sort of opt-outs 
that countries used. If you think about the way in 
which human, animal, plant health or life is dealt with, 
it is almost an environmental matter, you can think of 
the environment very much in the way in which 
humans interact, plants and animals interact with their 
environments. So I think that the SPS agreement is 
very useful within that context, in the sense that it 
creates certain rules and regulations for dealing with 
claims by governments that “We’re taking this trade 
measure just to protect our people, or just to protect 

_our environment.” And I think the rules that were 
developed in that are very useful. I think they will 
probably need amending, maybe softening, for the 
environment, because I think the environment is a lot 
more nebulous, I think, certainly in trade terms. The 
Technical Barriers to Trade, I think, the code of good 
conduct that was developed in the Technical Barriers 
to Trade agreement is certainly a subject of discussion 
in relation to ecolabelling. And I think there is an 
awful lot that ecolabelling boards and ecolabelling 
bodies can learn from the disciplines that are placed 
on national standards bodies, certainly in relation to 
informing other national standards bodies of exactly 
what they are doing, of exactly what timetables they 
have, of really informing foreign producers about the 
criteria they are developing on, say, pulp and paper. 
We heard the problems that the Brazilian pulp and 
paper industry had, in terms of actually trying to get 
heard, in relation to the criteria that were being 
developed; now if the code of good conduct from the 
TBT were then ported over and used as a model for 
ecolabelling boards, I think a lot of that could be 
solved. 


Mr Taylor 


756. You seem to suggest, in relation to food from 
developing countries, and in other ways, that a transfer 
of resources from consumers to the Third World food 
producers is protectionism; it is quite a strong line? 

(Mr Evans) As I say, we are extremely sceptical. 
It is almost a question of who are the producers in the 
Third World, in developing countries. Very often, you 
are not necessarily, particularly with food trade, 
dealing with a small subsistence farmer or a couple of 
people with a small plot, what you are dealing with 
are transnational corporations, and I think, if you are 
talking about the environmental impact of intensive 
agriculture, maybe, as European countries, we should 


be looking at the Common Agricultural Policy first, 
before we start complaining about the way in which 
other countries farm. And if producers are causing in 
the problem, which is obviously the case, then surely 
producers should be paying the cost, not consumers. 


757. I can see you might make some of those 
criticisms about CAP or American agricultural 
support, but clearly there are smaller organisations that 
are involved, Oxfam and so on, where they are 
directing funding, effectively, through the consumer, 
because the consumer will pay more out to the 
individuals who are farming. Is not that kind of 
development and that transfer of resources away from 
the big multinational corporations, or indeed the huge 
intensive agricultural producers, towards the 
smaller-scale, developing world producers, a good 
thing? 

(Mr Evans) It is a very laudable move, I think it 
is something that we would support, in principle. I 
think the question comes in choice, and | think when 
you do have a situation with Oxfam, Christian Aid, 
etc., saying to consumers, up front, “Look, you are 
going to pay extra for, say, Café Direct, or a product 
of coffee origins, because we will guarantee that this 
money is then transferred to the producers on a more 
equitable basis for better environmental practice’, then 
I think that Oxfam’s status gives it a certain degree of 
credibility with the consumer. I think you start moving 
beyond that, in a sense, it becomes a far bigger 
problem, and the credibility of the people making 
those claims, again, the same as the environment, 
becomes a major issue. 


758. If, arising out of the Rio Convention western 
governments actually start taking a little more 
seriously their commitment to a transfer of resources, 
to help developing countries have more sustainable 
agriculture, for example, you do not think that one of 
the ways of paying for that might be a levy system on 
all coffee then? For example, if you are doing 
something to the coffee plantations abroad, that you 
might actually ask the consumer of the coffee to pay 
for what, in effect, is the full environmental cost? 

(Mr Evans) I must say, I think I would be 
extremely sceptical in a realpolitik situation of that. I 
think it is a fairly far-fetched concept, unfortunately, 
that we will actually get developed country 
governments doing what they should be doing, in 
terms of the Rio Convention. 


759. There is a slight problem there, is there not, 
because the WTO’s answer to what you do about the 
environment is you do not have trade restrictions but 
you do make people pay the real cost, and yet they 
have not come up with a way of doing that, and you 
have just expressed the same scepticism? 

(Mr Evans) I think it is a very, very difficult thing 
to do, and in the realpolitik world, I think, in terms of 
economics, there is almost no argument, that you 
should not pay full environmental costs, providing it 
is calculated properly, but trusting the producers to 
actually funnel that money back to the correct target, 
in terms of environmental usage, I think, there is 
always the problem in government, you know far 
better than I do, of ring-fencing money, and there is 


THE ENVIRONMENT COMMITTEE 


207 





27 March 1996] 


Mr Puituip Evans and Ms BARBARA HARVEY 


[Continued 





(Mr Taylor Cont] 

always the argument about, “We cannot ring-fence this 
money for a specific area.” And I think we would be 
very sceptical of anyone’s claim to be ring-fencing 
money for environmental protection. 


760. So you are not too keen on the ecolabelling, 
as it happens, you are not too keen on charging 
consumers because you are not sure it is practical; 
what would be your preferred mechanisms? 

(Mr Evans) We are not saying we are not in favour 
of ecolabels, because, again, we are talking about 
voluntarism, we are talking about consumer choice, 
and if we return to the Oxfam situation 


761. What if consumers actually decide that they 
do not want to pay the extra money and they want to 
go for the worse environment option? ure 

(Mr Evans) {| think that is something we have to 
deal with, Government has to deal with, really, and 
produce, in terms of education, and I think this is 
something which is a very long-term issue. I think, 
forcing people to pay higher prices for a theoretical 
environmental clean-up, which is very often not 
guaranteed, is something which we also have to think 
of, in terms of the disadvantaged consumers, 
consumers who obviously have a very limited income. 
Are we to turn round to them and say, “Look, you’re 
going to have to pay extra for your tea and coffee 
because we feel that it’s a major issue which other 
countries should deal with.” 


762. Just one last question.there. Does that mean 
that, for example, you mentioned lead-free petrol 
earlier on in _ the context of consumers 
misunderstanding what the issue was, and one of the 
issues there is the escalator on petrol prices, putting up 
petrol prices generally, and extra taxation on leaded 
fuel over unleaded, and you can turn it that way round, 
it is not so much a discount, they are actually paying 
tax, and in one case they are charging more. Do you 
think that is wrong, in principle, then, as Consumers’ 
Association, that it should not be a question of trying 
to use financial penalties? 

(Ms Harvey) No. Appropriate pricing can make a 
very good incentive for people to respond to something 
that happens, and lead-free petrol was a really good 
example of where that happened, and I think we would 
see that being a technique that you could use again. I 
think the difficulty with pricing as a mechanism for 
changing consumers’ behaviour is that for some 
consumers they simply cannot change, and the VAT 
on fuel, for example, when it was brought in, was very 
much presented as a green tax, it was going to be to 
try and persuade people to use less fuel, which is all 
very well except for the people who cannot actually 
afford to put in the measures that they need to do to 
make those changes and do them in reality. So fiscal 
measures are grand, but they have to go alongside 





information and other measures to enable people to 
respond to that pressure. 


Chairman 


763. Could I just finish by asking a question about 
the Consumers’ Association’s view on choice. Do you 
see choice as the most important thing for the 
consumer, or do you see other qualities coming in? As 
a child, I always get knocked by my own family for 
going back to this, but you could tell the seasons by 
the vegetables that were in the shops, so there was a 
certain excitement of starting with rhubarb and 
working through currants, and everything else, to end 
up with apples and pears; that no longer happens. Now 
is that really an advantage to the consumer, that they 
can choose to buy raspberries at any time of the year? 

(Ms Harvey) That is a difficult question. Choice is 
obviously very important to consumers, choice is what 
enables consumers to respond to their environment, to 
make decisions, and so on. I think, alongside choice 
though goes information, and at the moment 
consumers have choice but they do not have the 
information on which to base their choice, so, for 
example, if they knew, I do not know whether it does, 
but if they knew that by buying raspberries in the 
summertime they would be doing some untold damage 
somewhere else then they might make the decision not 
to do that. And I think that is the problem at the 
moment is we have what seems like choice but at the 
moment it is uninformed choice, and what we need to 
have is informed choice. 


764. So if you had informed choice you would not 
see a need for environmental restrictions? 

(Ms Harvey) I think it is a balance and I think 
some consumers would say that there is a need, I think 
there are certain things that people do not want to see 
and | think it is a question of weighing up priorities, 
and in some cases there will be a need to bring in 
tighter controls. In some cases tighter controls can 
come in without any consumer detriment; for example, 
if you go back to energy efficiency, I think, if we were 
to raise the minimum standards of efficiency of some 
appliances, what we would find is that consumers 
would not suffer a lack of choice, what they would 
find was that you would still be able to buy a wide 
range of products that do all the things that you want 
them to do but that would also be more energy 
efficient. I think there is a tendency to look at this as 
a question of choice or not, whereas in some cases you 
can have your choice and you can improve it, and I 
think we have not even tackled those areas, never mind 
the ones where the choice is a slightly more difficult 
one. 

Chairman: On that note, can I thank you very 
much for your evidence. 
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Further memorandum by the Department of the Environment (WTE 4C) 
AMENDMENT TO ARTICLE XX OF GATT 
PROPOSAL FROM THE EUROPEAN COMMUNITY AND ITS MEMBER STATES 


1. At the WTO Committee on Trade and Environment meeting on 26-29 February, the European 
Commission presented a proposal for the amendment of Article XX of GATT on behalf of the European 
Community and its Member States. This proposal consists of two options. 


2. The first option is an amendment to Article XX, consisting of an additional paragraph (k), with an 
understanding to be agreed between WTO Members. 


The additional paragraph would say: 


“(k) taken pursuant to a MEA complying with the provisions of the Understanding on the relationship 
between MEA-based measures and the WTO rules”. 


The draft understanding is in Annex A to this note. 
3. The second option is an amendment to paragraph (b) of Article XX so that it would read: 


“necessary to protect human, animal, plant life or health or the environment; and measures taken 
pursuant to Multilateral Environmental Agreements complying with the provisions of the 
‘Understanding on the relationship between MEA-based trade measures and the WTO rules’”. 


The two options would require slightly different wordings in the draft understanding which is set out in 
Annex A. 


Bridget Campbell 


Environmental Protection International Division 


29 March 1996 


ANNEX A 


DRAFT UNDERSTANDING ON THE RELATIONSHIP BETWEEN TRADE MEASURES TAKEN 
PURSUANT TO MEAs AND THE WTO RULES 


GATT ArtTIcLE XX 


Subject to the requirement that such measures are not applied in a manner which would constitute a means 
of arbitrary or unjustifiable discrimination between countries where the same conditions prevail, or a disguised 
restriction on international trade, nothing in this Agreement shall be construed to prevent the adoption or 
enforcement by any contracting party of measures: 


(Option 1) 


(k) taken pursuant to the specific provisions of MEAs complying with the provisions of the 
Understanding “. . .”. 


(Option 2) 
7 
(b) necessary to prevent human, animal, plant life or health or the environment; and measures taken 
pursuant to specific provisions of Multilateral Environmental Agreements complying with the 
provisions of the Understanding “. . . ”. 
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Understanding 


— Recalling the preamble of the Agreement establishing the World Trade Organisation and the 
objectives thereof; 


— Recognising the need to enhance the positive interaction between trade measures and environmental 
measures in the interest of promoting sustainable development, and to enhance integration of trade 
and environmental policy-making at the national and international level; 


'— Desiring to promote the avoidance of protectionist trade measures, and the adherence to effective 
multilateral disciplines to ensure responsiveness of the multilateral trading system to environmental 
objectives set out in Agenda 21 and the Rio Declaration, in particular Principle 12 of the latter; 


— Recognising that co-operation among countries is indispensable to conserve, protect and restore the 
health and integrity of the Earth’s ecosystem; 


— Recognising the importance of dispute avoidance whenever possible; 


— Recommending to Member negotiating MEAs in which it is intended to make provision for trade 
measures to invite the attendance of the WTO Secretariat during the negotiation of an MEA, and of 
any significant addition or amendment to an existing MEA concerning the use of trade measures; 


— Recognising the importance of full transparency during the proposal, conclusion and amendment of 
a MEA, which may be enhanced by statements of the considerations and objectives advanced by 
the MEA; 


— Recognising that Parties to an MEA should settle their disputes related to the implementation of the 
MEA by resorting to the dispute settlement mechanism of the MEA. 


Members hereby agree that: 


1. For the purpose of this Understanding, an MEA is an international written instrument, adopted in 
conformity with the customary international law as codified by the Vienna Convention on the Law of Treaties, 
creating legal obligations among Parties and aimed at solving environmental problems the solution of which 
requires action at the international level; 


2. (Option 1) Subject to the requirements of the headnote to Article XX, measures taken pursuant to specific 
provisions of an MEA shall be presumed to be “necessary” for the achievement of the environmental objectives 
of the MEA if the MEA in question: 


(Option 2) Subject to the requirements of the headnote to Article XX, measures taken pursuant to specific 
provisions of an MEA shall be presumed to be “necessary” for the protection of the environment if the MEA 
in question: 


(a) is open to participation by all parties concerned about the environmental objectives of the agreement; 


(b) reflects, through adequate participation, the interests of parties concerned, including parties with 
relevant significant trade and economic interests. 


3. MEA Secretariats should be requested to inform the WTO Secretariat of any provisions within an MEA 
which envisage the use of trade measures. Trade measures taken pursuant to an MEA remain subject to the 
transparency requirements under existing WTO agreements. 


Dispute settlement 


4. In the event of a panel being established in response to a complaint against a trade measure taken 
pursuant to specific provisions of an MEA, the Panel shall review whether the MEA satisfies the criteria of 
this Understanding. 


5. (Option 1) Measure taken pursuant to specific provisions of an MEA complying with the provisions of 
this understanding shall be deemed to be necessary to achieve the environmental objectives of the MEA but 
shall remain subject to the requirements of the headnote to Article XX. 


(Option 2) Measures taken pursuant to specific provisions of an MEA complying with provisions of this 
understanding shall be deemed to be necessary to protect the environment but shall remain subject to the 
requirements of the headnote to Article XX. 


6. The possibility to request technical expertise, as foreseen by Article 13 of the Dispute Settlement 
Understanding, should be seized by a Panel called to judge on the legality of a trade measure taken pursuant to 
an MEA, if necessary through consultation with the Secretariat of the MEA in question. 
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ENVIRONMENT COMMITTEE INQUIRY INTO WORLD TRADE AND THE ENVIRONMENT: 
SUPPLEMENTARY NOTE 


1. TARIFF ESCALATION 
For which countries is this a real problem, and in what sectors is it causing difficulties? 


(1) The Government has had no direct representations from other countries about tariff escalation. We are, 
however, aware that there is a general concern among developing countries that tariff escalation, by creating 
higher barriers against more highly-processed products, is one of the factors militating against the development 
of a larger manufacturing base. 


(2) There is little reliable evidence on the extent and effects of tariff escalation. This partly reflects the fact 
that identification of escalation requires a large amount of detailed information not only on tariffs, but also on 
the incidence of non-tariff barriers such as quotas. Moreover, detailed information would be required on all 
manufacturing costs, including the relative costs and tariff rates for components incorporated into the final 
product. 


(3) However, a recent analysis by the WTO, based on an examination of tariffs among 11 major trading 
nations (Brazil, Canada, the European Union, Hungary, India, Indonesia, Japan, Korea, Malaysia, Poland and 
the United States of America) provides an indication of potential problem areas. It suggests that there is no 
general pattern which applies to particular product categories world-wide. But the persistence of high peak tariffs 
means that escalation is a potential problem in a number of product areas, most notably agricultural goods. Most 
countries examined also appear to have tariff escalation in sectors such as metals, textiles and clothing, leather 
products, rubber products and, to some extent, wood products and furniture. Taking account of the importance 
of components in total costs, and the size of the markets involved, the WTO concludes that the trade impact of 
escalation may be most pronounced in goods using products on natural resources and in textiles and clothing. 


(4) The analysis reveals that escalation is a feature of both developed and developing countries’ tariff 
structures. For example, highly escalating tariffs are present in the Brazilian wood industry, the Indian paper 
industry and the Korean hides and skins industry. 


(5) The WTO emphasises that the relationship between tariff escalation and the environment is likely to be 
complex. In line with this conclusion, the Government has supported proposals for further analytical work by 
the OECD to improve our understanding of this issue. 


2. FUTURE ROLE oF UNEP 


How exactly do you propose to give UNEP more “teeth”? Would this involve building stronger relationships 
between UNEP and MEA secretariats? Alternatively, do you envisage UNEP acting as a Global Environment 
Organisation? 


(1) In May 1995, UNEP’s 18th Governing Council re-focused UNEP’s role and priorities as described at 
Annex A. The UK supported this. At the same Governing Council, the UK and many others sponsored a decision 
which requires the Executive Director to present to the next Governing Council in January 1997 options for 
reform of the governing structure of UNEP. 


(2) The agreement of UNEP’s mandate and re-focused work programme offers UNEP the opportunity to 
reaffirm its role as the principal global environment monitor and the key voice for the environment within the 
United Nations system. This would mean the UNEP should be capable of carrying out very many of the functions 
which have been suggested by some commentators for a “Global Environment Organisation”. 


(3) There was a very broad consensus at the Governing Council that reform of the governing structure was 
necessary. Since the Governing Council the Executive Director has written to member countries asking for 
contributions to a review she is undertaking before putting options to the Governing Council. The note (at Annex 
B) prepared by DoE for the European Community’s Environment Working Group in February describes the 
problems and the Government’s proposals for tackling them in more detail. 


(4) The Government believes that UNEP has to play a strong role in trade and environment as on other 
environmental issues. On trade and environment UNEP has begun a worthy programme of work but has not so 
far succeeded in influencing the debate in a major way. The Government considers the UNEP should assess the 
development of environmental problems and policies to tackle them, articulate the relevance of trade policies 
and rules to environmental protection, and act as the environmental counterpart to the WTO in the international 
debate, in view of its unique role in international work on environmental protection. 
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(5) Secretariats to MEAs such as the Montreal Protocol and the Basel Convention are provided by UNEP. 
UNEP’s Environment and Trade Unit (which is based in its Regional Office in Geneva) has recently begun a 
new programme of work aimed at building knowledge in the environment community of the trade community, 
rules and objectives and vice versa; participating in policy formulation to promote consensus; and strengthening 
the ability of developing countries to participate in trade and environment debates. UNEP’s Environment and 
Trade Unit is currently working to improve liaison between the relevant MEA Secretariats and the WTO 
Committee on Trade and Environment. The Government believes that such improved liaison would be helpful. 


3. PROPOSED INTERGOVERNMENTAL PANEL ON TRADE, ENVIRONMENT AND SUSTAINABLE DEVELOPMENT 


Could UNEP form part of an inter-governmental panel on trade, environment and sustainable development, as 
proposed by the WWF and other NGOs? Does the UK support the idea of an Intergovernmental Panel, bearing 
in mind the success of the intergovernmental panels on climate change and forests, and would the Government 
be willing to contribute money to it, as the Dutch, Germans and Norwegians have done? 


(1) There have been two separate proposals: for an intergovernmental panel; and for an international panel 
of non-governmental representatives. 


(2) The Government does not support the idea of an intergovernmental panel on trade and environment. 
There is already a good deal of analytical work going on in various intergovernmental organisations on trade 
and environment (e.g., WTO, OECD, UNEP, UNCTAD). The CSD provides a forum in which trade and 
environment can be considered across the board and thus fulfils the role that some commentators appear to have 
in mind for a panel. The Government does not feel that another intergovernmental organisation in this area is 
needed. Nevertheless, if despite this a panel were created, the Government would expect UNEP to be involved. 


(3) The Government does not oppose the idea of an international panel on trade and environment consisting 
of non-governmental experts. It has been asked whether it wishes to contribute to the expenses of such a panel 
and has declined to do so. 


4. MEMBER STATE AND EU MIXED COMPETENCE 


How concerned is the Government that there is “mixed competence” in the negotiation of issues which involve 
both trade and environment? Does this create confusion, and how exactly does the UK negotiate within the EC 
where there is “mixed competence”? 


(1) There are many areas of policy, including environmental policy, in which competence is divided between 
the European Community and its Member States. In other areas, such as trade measures falling within the 
common commercial policy, the Community has exclusive competence. In addition, the Community may, under 
certain circumstances, acquire exclusive external competence in a particular matter there was formerly mixed 
competence, through the adoption of common rules on that matter in the form of Community legislation. 


(2) This means that, in relation to the negotiation in international fora of issues which involve both trade 
and environment, there may be “mixed competence” in that some matters fall within the exclusive competence 
of the Member States (for example, subjects on which there is no Community legislation; a matter for which 
there are no common rules; or certain environmental matters to the extent that they relate to a Member State’s 
dependent territories) and some within the exclusive competence of the Community (the common commercial 


policy). 


(3) Environmental issues fall under Articles 130r, 130s and 130t of the Treaty of Rome; most external trade 
issues fall under Article 113, although where a measure is primarily concerned with environmental protection it 
will be based on Article 130s even though it may contain provisions relating to external trade (as is the case 
with the new Wildlife Trade Regulation, currently before the European Parliament for its second reading, for 
which the agreed legal base is Article 130s(1)). 


(4) In areas of mixed competence the Government is vigilant to ensure that Member States and the European 
Commission work within their respective spheres of responsibility. 


(5) On trade and environment, mixed competence does not create problems, although, as was described to 
the Committee in oral evidence by officials on 15 January, the arrangements for considering issues on which 
competence is mixed are complex. Trade and environment issues are considered in the Article 113 Committee 
or the Environment Working Group, depending on which international forum the Community and its Member 
States are preparing for. 


(6) Member States have the right to speak on trade and environment issues in any forum; practice varies in 
different fora. For example, it is customary for the European Commission to speak on behalf of the Community 
and its Member States in the World Trade Organisation; but in the OECD, where the European Commission is 
an observer, it is customary for Member States to speak for themselves. At meetings of UNEP the Presidency 
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speaks first on behalf of Member States; Member States may also contribute. Arrangements at UNCTAD 
meetings are similar. 


(7) Normally, before an international meeting on trade and environment issues, there is prior consultation 
or informal co-ordination between Member States and the Commission. In the case of the WTO, regarding 
matters within Community competence, the Commission consults Member States in the Article 113 Committee 
about the line which it proposes to take on their behalf. Statements by the Commission are agreed by all Member 
States; in theory any disagreement could be resolved by qualified majority voting, but in practice positions are 
reached by consensus. In contrast, in the case of the OECD, informal consultation takes place as a matter of 
courtesy; there is no need for the Member States to agree with each other or the Commission; Member States 
expect the Commission (as an observer) to avoid any statement to which any Member State objects. 


DoE 
April 1996 


ANNEX A 
18/1. THE ROLE AND PRIORITIES OF THE UNITED NATIONS ENVIRONMENT PROGRAMME 
THE GOVERNING COUNCIL 


Recalling General Assembly resolution 2997 (XXVII) of 15 December 1972, 


Noting paragraphs 38.21-23 of Agenda 21, which recognise the need for an enhanced and strengthened role 
of the United Nations Environment Programme and its Governing Council, é 


Acknowledging that population, poverty, health, education, technology, patterns of production and 
consumption and the environment are closely interconnected within the overall framework of sustainable 
development, 


Underlining the need for the United Nations Environment Programme to strengthen its role as the central 
United Nations organ for the environment, while avoiding duplication of work with other international 
organisations, 


1. Appeals to Governments to accelerate the implementation of Agenda 21 on a priority basis; 


2. Decides that the United Nations Environment Programme should concentrate its activities in the following 
major areas: 


(a) Assessing and addressing existing and emerging critical issues in the field of the environment; 


(b) Promoting international co-operation in the field of the environment and recommending as 
appropriate policies to this end; 


(c) Acting as a catalyst to address major threats to the environment; 


(d) Monitoring the status of the global environment through gathering and dissemination of reliable 
environmental information; 


(e) Facilitating the co-ordination of the activities of all United Nations bodies on matters concerned with 
the environment, ensuring through co-operation, liaison and expert participation, that environmental 
considerations are taken into account in their activities; 


(f) Supporting, upon request, environment ministries and other national environmental authorities, in 
particular in developing countries and countries with economies in transition, in the formulation and 
implementation of their environmental policies, and related capacity-building activities; 


(g) Furthering the development of international environmental law; 


(h) Providing expert advice on the development and use of environmental economic concepts and 
instruments; 


(i) Developing regional programmes for the environment; 


3. Decides also that the major results of the activities of the United Nations Environment Programme 
should be: 


(a) International arrangements to enhance environmental protection; 


(b) Periodic assessments and scientifically sound forecasts designed to support decision-making and the 
creation of an international consensus on the main environmental threats and responses; 
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(c) More effective co-ordination of environmental matters within the United Nations system; 


(d) Policy options and advice to Governments, multilateral organisations and others, which incorporate 
the environmental dimension into the sustainable development process and_ strengthen 
environmental protection; 


(e) Higher public awareness and greater capacity for environmental management and effective national 
and international responses to the threats of environmental degradation; 


4. Requests the Executive Director to take fully into account the present decision in shaping and executing 
the future programmes of the United Nations Environment Programme; 


5. Requests the Executive Director to bring to the attention of the Secretary-General, as a contribution to 
his preparations for the special session of the General Assembly in 1997 to review the follow-up of Agenda 21, 
the report of the Governing Council. 


ANNEX B 
REVIEW OF THE GOVERNING STRUCTURE OF UNEP 
Paper for the Environment Working Group 


BACKGROUND 


1. At UNEP’s 18th Governing Council in May 1995, the European Union and many others sponsored a 
decision which requires the Executive Director to present to the next Governing Council in January 1997 options 
for reform of the governing structure of UNEP. 


2. The agreement of UNEP’s mandate and refocused work programme at the Governing Council in May 
1995 now offers UNEP the opportunity to reaffirm its role as the principal global environmental monitor and 
the key voice for the environment within the United Nations system. The purpose of the current review, therefore, 
is to provide UNEP with a governing structure capable of delivering its mandate as embodied in the work 
programme. 


3. Since the Governing Council the Committee of Permanent Representatives (CPR) has established a Task 
Force to look at governance issues, and the Executive Director has written to member countries asking for 
contributions to the review process. If significant changes to the governing structure are to be achieved, it 
is essential that the discussion of options is begun now and developed as far as possible prior to the 19th 
Governing Council. 


CURRENT STRUCTURE AND THE NEED FOR REFORM 


4. There was a very broad consensus at Governing Council that reform was necessary. UNEP’s present 
governing structure has a number of systematic weaknesses. There is a lack of significant political guidance 
from capitals to the Executive Director or proper consideration by Governments of UNEP’s work programme 
and budget. The CPR attempts to monitor UNEP’s work, but it is not a sufficiently representative organisation 
to be able to fulfil its role effectively. In particular, not all members of the Governing Council have missions in 
Nairobi, and others, including many EU countries, do not to participate fully in the work of the CPR. The CPR 
also tends to indulge in time consuming micro-management. There is a great lack of transparency in the 
administration of the work programme. 


5. The size and procedures of the Governing Council are also far from ideal, which resulted in a somewhat 
chaotic meeting in Nairobi in May 1995. The Governing Council is too large and meets too infrequently to 
exercise proper management control over the affairs of UNEP. Also the Governing Council spent too much time 
in painstaking debate over draft decisions on an enormous range of environmental subjects. In many cases, these 
draft decisions had been prepared by the CPR but subsequently did not command agreement from Governments, 
leading to time consuming renegotiation. As a result there was insufficient attention paid by the Governing 
Council to key strategic issues. Finally the Governing Council failed to produce a work programme which was 
fully consistent with the agreed budget. All of these factors taken together significantly undermine UNEP’s 
credibility as the world’s environmental voice. These are the problems which the review must seek to address. 


PRINCIPLES OF REFORM 


6. Rather than promote any particular model for reform, it is important to agree first on what the principles 
underlying the reform should be. We suggest the following four as being necessary to meet the problems 
identified. 


7. First, reform should introduce a greater degree of political influence over the strategic direction of UNEP. 
The present system allows Ministerial input only at the biennial Governing Council; this is insufficient. 
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Moreover, the problems identified above within the Governing Council, and the ineffective dissemination of 
information to Governments in the interim, together militate against informed consideration of UNEP’s work 
and the exercise of influence over UNEP’s budget and priorities. 


8. Secondly, the process of reform should aim to ensure that there is effective monitoring and management 
of the refocused work programme without the current burden of “micro-management”. At present members of 
the Governing Council do not have access to sufficient information to enable them to monitor UNEP’s 
performance in terms of achieving its strategic goals. The current pre-occupation with detail within the CPR is 
counter-productive, and is no substitute for effective oversight by a properly constituted governing body. 


9. Thirdly, reform should result in a system which is democratically representative and is seen to be so. 


10. Fourthly, consideration needs to be given to the devolution of work to regional offices wherever this 
can be done efficiently within existing resources. There have already been welcome moves in this direction. 


NEXT STEPS 


11. The Executive Director will be consulting all Governing Council Members at a meeting in New York 
to coincide with the high level segment of the CSD at the end of April. Before that she will be carrying out 
informal consultations with a number of Ministers, including at a meeting which she has arranged in Paris for 
21 February. 


12. She should be encouraged to come up with models for a governing structure which would meet the 
principles set out above. In doing so she should decide what is necessary to meet UNEP’s needs. But she should 
also take account of lessons from elsewhere. There are no shortage of models. For example UNDP have recently 
created an Executive Board which has led to better strategic guidance and a more business like approach. 


UNICEF benefited from a similar approach and the GEF provides a model of a slightly different kind. 


13. Whilst encouraging the Executive Director to come forward with her own model, EU countries should 
continue to develop the principles above and consider what models might be appropriate to meet them. 


Environmental Protection International Division 
Department of the Environment 

United Kingdom 

2 February 1996 


Examination of witnesses 


Rt Hon JoHN Gummer, a Member of the House, Secretary of State for the Environment, Department of the 
Environment, examined, Ms Bripcer CampsELL, Environmental Protection International Division (Grade 7), 
Department of the Environment, further examined; Mr AntTHoNny NELSon, a Member of the House, Minister 
for Trade, Mr Cuar_es Bripce, Trade Policy Directorate, Department of Trade and Industry, were examined. 


Chairman 

765. Secretary of State, Minister, can I welcome 
you and your colleagues to the Committee and could I 
ask you just to identify yourselves, for the record, 
please? 

(Mr Gummer) As you know, Mr Chairman, I am 
accompanied by Anthony Nelson, the Minister for 
Trade, and our officials are Mr Bridge, who is the 
Director of the new Trade Issues and Developing 
Countries Directorate in the DTI, far right, and, on my 
left, Bridget Campbell, from the. Environmental 
Protection International Division at the Department of 
the Environment. 


Chairman: Thank you very much. 
Mr Thomason 
766. Ian Lang, in setting out Britain’s 2020 


Vision, referred to seven key points which he hoped 
would form the basis for discussions in Singapore, and 


so on, but not one of those seven referred to the 
environment. Do you have any comments on that? 
(Mr Gummer) Simply, that the environment is at: 
the centre of all of those. You cannot discuss standards 
or tariffs, or anything else, without doing so within an 
environmental context; that has been made clear not 
just by the British Government but also by the meeting 
of G7 Environment Ministers at Cabourg, which we 
had at the end of last week, which was a very 
successful one. And I have wnitten down, so that I get 
it exactly right, the quotation from the statement we 
made: “The work of the Committee on Trade and 
Environment should be action-oriented. The Singapore 
Ministerial Conference will be a first test of the ability 
of the World Trade Organisation to integrate 
environmental protection and sustainable development 
concerns into the multilateral trading system, and we 
must ensure that any agreements do not weaken 
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environmental policies.” There is a fundamental 
problem, Mr Bennett, if I may say so, about the 
environment, which is that at one and the same time 
you want it to be a separate Department, because 
otherwise you do not have that focus, but at the same 
time you want it to be part of everything that happens 
everywhere else. One day we shall have been 
successful enough for there to be no Department of the 
Environment because sustainable development will be 
the natural central part of everything that everybody 
does; but in the meantime I think it is terribly 
important to say that you cannot talk about tariffs 
without talking about environment. 


767. Is that why we have had evidence which says 
that in the official delegations the trade side always 
predominates, so far as the UK is concerned? 


(Mr Gummer) 1am not sure whether that is quite 
a sequitur. The fact of the matter is that the 
Department of Trade and the Department of the 
Environment work very closely together to produce a 
common policy. 
There is a difference between the United Kingdom and 
most other countries: that, under both kinds of 
Government, has always been true, that we speak with 
one voice. The Government does not have a series of 
different policies which are presented differently. If 
you go to European Union meetings, the British Trade 
Minister will say the same things on, let us say, 
leghold traps as I will say; that is not true of many of 
our colleagues, where it seems perfectly possible to 
have two quite separate policies being run. As a former 
Minister of Agriculture, I could listen to the German 
Minister of Agriculture adumbrate an agricultural 
policy, in flat contradiction to what the Finance 
Minister for Germany had said but two days before. 
We do not understand that in Britain. It does not 
happen like that in Britain, and the reason it does not 
is that we are in constant communication. So if it is a 
trade conference it is trade that leads but it leads with 
very strong environmental input right from the 
beginning; if it is an environmental conference then | 
lead, but I have not gone there without pretty close 
association with the trade side. Would that be fair? 


(Mr Nelson) Yes. If I could just add briefly to that. 
We do go to great lengths to ensure that we are ad 
idem when we _ approach these international 
discussions. I hope there is neither fissure nor fault 
between the policies and the utterances of the 
Department of the Environment and the Department of 
Trade in these forums. And it is certainly true that, as 
far as the forthcoming WTO meeting in Singapore is 
concerned, although the main headline is trade, a major 
subtext will be the environment, and whether it is key 
issues like the relationship between trade measures and 
multinational environmental agreements, or whether it 
is an issue like market access or domestically 
prohibited goods, these are all issues which will be on 
the agenda at the WTO in Singapore. 


768. You see, the impression given to outsiders 
might be that this seamless robe of Government 
responsibilities, with total unity on all matters, actually 
masks the total domination of these matters by trade 
interests rather than environmental considerations? 


(Mr Gummer) 1 do not know which outsiders we 
are speaking of, but if you just take my own 
experience, over the past few months, at the 
Commission on Sustainable Development I was able 
to present the British position in a most radical way, 
and Britain leads Europe and Europe, as a matter of 
fact, the world in the pursuance of sustainable 
development. We have, unlike any other country, a full 
list now of the way in which we implement sustainable 
development and we have targets against which to 
measure this now. They have got to be refined, but 
those targets are not just for me, they are targets for 
the whole Government, they are agreed by the whole 
Government. I think we are recognised in international 
fora as being very clearly a Government that has put 
environment at the centre. But if you put environment 
at the centre you must accept that it will be part of the 
way in which Trade Ministers speak, it will not be a 
separate bit, and you have the disadvantage of that—it 
means that you do not have running behind them all 
the time somebody with a little notice, saying “I’m 
from the environment.” Indeed, I do not want that, that 
is why we have a Green Minister in every Department, 
that is why we do it that way, it is because if you do 
not integrate it you cannot get universally or globally 
either the agreements which we _ need for 
environmental purposes, in terms of climate change, 
and the like, nor can you get what is perhaps more 
difficult, which is the change of lifestyles which is 
absolutely necessary if we are to deliver environmental 
ends. There is no way we can do by regulation the 
changes which we need to have. 


769. But behind that seamless robe there must be 
some discussions that go on, no doubt sometimes of a 
dynamic nature, and I understand you will not want to 
always share those with us, but, nevertheless, there are 
debates about what priority should be given to 
environment, there must be? 

(Mr Gummer) Oh, yes. 


770. What is that priority? It is not perhaps quite 
clear enough simply to say it is at the core of policy, 
there is a question of the relative priority of trade and 
environment and trade in environment; how do you 
establish that priority? 

(Mr Gummer) 1 do it, first of all, internally, 
because, after all, I am also the sponsoring Minister 
for the construction industry. So what we do, as two 
Departments, is mirrored in what one does in 
establishing one’s own priority, so it is there all the 
time. What we are saying is specifically what is 
sustainable development; how do you grow, how do 
you increase your trade, how do you improve the 
prosperity of your people, how do you press forward 
all the time what you need, in terms of growth, in a 
way which does not cheat on your children, and we 
have to do that all the way along the line. And I have 
to ask that when I take a trade mission abroad, if I take 
construction people abroad, I am seeking to take them 
abroad in order to improve the environmental 
circumstances, and usually that is why we take them 
abroad, and I am doing so specifically saying how do 
we bring together these two things, and, you are quite 
right, there is a dynamic tension between the two 
words. And that is certainly replicated both in the 
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internal discussions, in my Department, when we are 
dealing with our sponsorship role as well as our 
environmental role, and between the Departments. 
Would that be true? 

(Mr Nelson) {I think that is true, | am happy to 
concur with that. You would expect me to say, and | 
do assert, as Minister for Trade, that I like to think 
there is a presumption in favour of trade; it is difficult 
enough to sell goods and services against stiff 
competition internationally without going out to do 
otherwise. And so we do, I think, in all our policies, 
press hard to open markets, to adopt trade policies 
which will further our trade interests, that is true. 
There are times, it is also a fact, when trade policy and 
environment policy can come into conflict; there are 
times when they are thoroughly compatible as well. I 
would say that the best evidence of the fact that we 
think about these matters carefully and that we do 
divine a course which strikes the right balance is 
probably in the EC proposals for GATT, which are 
specifically in favour of trade measures to protect the 
environment, to ensure sustainable development, 
which are opposed by some nations which would seek 
to bring them within the curtilage of the WTO; in other 
words, in various ways to ensure that environmental 
restrictions could not be imposed. Yet we are in the 
lead, and I believe your Committee’s draft proposal, 
which is very much in support of the thrust of this 
idea, supports that approach as well. So, while there 
are occasions on which there will be a conflict between 
trade and environment, I think we have a track record 
of resolving these things with transparency and, 
nevertheless, not fettering our interests in promoting 
hard our trade abroad. 

(Mr Gummer) And, of course, if we did not get it 
right we would not get the trade. Increasingly, 
perfectly properly, people look to a partner in trade 
who is going to meet the highest environmental 
requirements. I am not going to get business for water 
companies in South America if they do not promise 
and can produce the very highest standard of 
environmental quality; indeed, I think there were times 
in the past in which we were not as good as we now 
are at leading in these areas. The environment has 
become part of our trade selling. We do it better, we 
do have the highest standards overall in the world now. 
We have brought them together. Some countries are a 
bit ahead of us and others are behind us, but overall 
we now do have those high standards, and therefore 
we get more trade. So there are three kinds of 
circumstances: one where the two are compatible, in 
the sense that there is not really an argument; some 
where there are real tensions; and there are others 
where, unless we get the environmental approach right, 
we do not get the business. So it is a mix. 


771. But there is, nevertheless, a straining process, 
and one understands the need to emphasise trade and 
I do not want it to be thought that I am not indicating 
an understanding of that point, but there is a sifting 
process in which the environmental issues can get 
Strained away, as it were, ffirst of all, 
interdepartmentally, here, and’“then at places like the 
Article 113 Committee and at OECD, where, again, 
environment will tend perhaps sometimes to be pushed 


back a little in favour of trade objectives, so all the 
way one is seeing the emphasis building up on trade. 
Is that a reasonable view to take? 

(Mr Gummer) No, I do not think so, I do not think 
it works like that. I think at every level you are seeking 
to bring together the twin demands of sustainability, 
which, if you like, is the environmental emphasis, and 
development, which, if you like, is the trade emphasis, 
in this particular discussion. For the environment to 
prosper we need growth, and for trade to prosper it 
needs to be sustainable. And, therefore, I do not think 
that is the view of the world I have at all. I think my 
view of the world is that you accept that these two 
things are both in tension and complementary, that is 
why it is a good phrase—it is an ugly phrase but it 
works. And, therefore, at each of these levels, we are 
both in tension and complementary. We see ourselves 
as inevitably presenting that part of that equation 
which is most close to our hearts, that is right, so trade 
will put the particularities of that issue and I will put 
the particularities of sustainability; very often we will 
say the same things, so there is not any tension. 


Chairman 


772. When do you not say the same things? 

(Mr Gummer) There are occasions, of course there 
are; let me give you a single example. There are 
circumstances where there is a real argument as to 
whether a particular project, a particular business, is 
environmentally sound or not, where the argument is 
within the environment field, where people have 
different views about this or that proposal, we have 
seen it with dams, we have seen it with all kinds of 
things, and in those cases then one does have to present 
the whole of that and one has to decide where one 
stands on those issues, and those issues can be hard 
fought between environmentalists. My job is to try to 
decide what the environmental answer is. Then I do 
work together with my trade opposite number to see 
that we have a common view on these matters, and 
we do that within our alliances. Of course, it is very 
important to see that all this is done within the 
European Union; without that we would not be able to 
deliver anything, either environmental or trade. 


Mr Taylor 


773. Your officials gave evidence in January and 
we asked what priority the Department was attaching 
to environmental issues at the Singapore Round, and 
the note that we received, which outlines the UK’s 
objectives for the Singapore World Trade Organisation 
Ministerial Meeting, says that the Government 
considers discussion at Singapore of these issues 
should cover the following areas, that is the primacy 
of WTO in trade disputes, work outstanding on trade 
and services, and progress on applications for new 
membership; none of those on the environment. It 
outlines the priority areas, and there are nine of those, 
none of which are on the environment; the only 
reference to the environment is, it says: “It is likely 
that a number of other trade issues currently under 
discussion will be included.” That does not sound like 
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you are actually attaching priority at Singapore to 
getting the environment issues resolved. 

(Mr Gummer) There are two things there. First of 
all, I think I have expressed the view that we see the 
environment at every point of that list, that is the first 
thing, and you ought to, too; I do not think you can 
talk about any of those issues without being concerned 
about sustainable development, and that is crucial. But 
it happens to’ be a fact that at Singapore there is an 
agenda and that agenda is not the British agenda, it is 
an agenda which has been worked out and we are 
going to address that agenda. There is a discussion, 
and it is only one part of that agenda, on a specific 
issue, which we may have sorted out most of before, 
which is the interrelation between the trading 
arrangements under the Uruguay Round, if you like, 
and the already existing international agreements like 
CITES. Now I hope that we will have that more or 
less sorted out, so in that case the conversation will be 
relatively short. But all the rest of the agenda has got 
to contain the environment as well, because there are 
some very fundamental issues, when you are talking 
about access, and such like, which really do affect the 
environment very much. 


774. 1 think the Committee would show you that 
the MEAs issue needs to be resolved; I think we would 
be surprised that it is not in the list of objectives. It 
appears to be the case that you assume that others will 
raise it, but you are not even seeing it as an objective 
of your Government. 

(Mr Gummer) No, it is not that. The situation is 
that 





775. That is what it says. 


(Mr Gummer) No, that is what you interpret it as 
saying. As far as the MEAs are concerned, we have 
got a whole range of discussions going on at the 
moment and we have been making our position clear 
as we have gone through at Cabourg—for example, 
where the G7 came to an agreement as to what they 
were looking for, and they put a bottom line, which 
was that whatever happened during that negotiation the 
present protection for the environment must not be 
diminished. Now that is making a very clear statement 
about the G7 that they are not having a lesser position, 
which is very important as far as the MEAs are 
concerned, because much of the pressure is not to 
improve these things but to make them less good. So 
that is a very clear view, we are doing that with a 
common view; if you look at the proposals of the 
European Union, the same is going on there. All those 
things are being discussed now. I hope we will have a 
pretty clear view, before we get to the end of that 
discussion, which will cover that issue. I would much 
prefer to have a Singapore Conference in which the 
MEA issue does not dominate the discussions, and I 
hope that we will get through this thing having got that 
sorted out in the first place, and increasingly people 
are coming to a common view about that. What I do 
not want to do is to have a situation in which things 
get less protected than they are now. 


Mr Taylor: But there is a fear that it might slip 
off the agenda. 


Chairman: I think we had better move on now. 
Geoffrey Clifton-Brown. 


Mr Clifton-Brown 


776. Good morning, Secretary of State. Could you 
explain why the Commission’s proposals on MEAs 
became a non-paper? 


(Mr Gummer) Iam always a bit concerned about 
this concept of non-papers. The European Union did 
not submit its proposal formally to the WTO because, 
we know what our objectives are but we do not want 
to tie ourselves to particular ways of reaching those 
objectives which will exclude others who share the 
objectives but have a number of historic problems with 
how one deals with these matters. There is a 
sensitivity, which you begin to feel very strongly if 
you go to the Commission on_ Sustainable 
Development, as I do each year, between the 
developed and the developing countries, and, indeed, 
between different groups amongst those. Now very 
often this sensitivity is not actually about reality but 
about perception, and an example of that might be the 
whole problem of forest products, as I think we are 
supposed to call trees. The Brazilians, for example, 
went through a period in which we had very 
considerable difficulty getting a common view about 
things. The United Kingdom spent two years in very 
close association with the Brazilians and discovered 
that much of the problem was language, much of the 
problem was the way we talked about things. So we 
have grown into the habit now of being careful that 
when we make a proposition it becomes clear what the 
ends are but that the actual mechanisms are not cast in 
stone, so that you can actually bring people on board; 
that has been very successful. And, as you know, on 
the forest front, we have now got a forest agreement 
which we were not able to get before, and we have got 
it with the Brazilians, led by the Brazilians, and as 
you know we have just finished having a Brazilian 
Chairman of the Commission on_ Sustainable 
Development, something which we would never have 
had before. 


777. So this is really more of a technical measure, 
it is not a weakening in the British Government’s 
resolve to push the European Commission in terms of 
the negotiations for Singapore, you would like to see 
us progressing on the basis of MEAs rather than any 
other mechanism? 

(Mr Gummer) Yes, it is not any weakening at all; 
indeed, we underlined that at Cabourg last week. There 
are other proposals that are being brought forward by 
Japan and Australia, Korea and Switzerland. I just 
want to achieve my end. I do not want to get hung up 
on a system which is seen as the kind of European 
system and therefore needs to be opposed by 
somebody else’s system. We have gone through that 
period, in the post-Rio world, and that was very 
difficult. We all got ourselves hung up on particulars, 
and everybody had to have each of their sentences. 
We almost had a list of sentences you had to have in 
everything, to agree to every one; that is absolutely 
hopeless and I think we have grown up a bit since then. 
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778. I believe you have seen the Committee’s 
proposals to amend Article XX of the WTO rules; 
would you like to comment on that? 

(Mr Gummer) We have obviously seen the 
proposals; if I may just put the problem. I do not know 
of any negotiations which are more complex than 
these, partly for the reasons I have just expressed, the 
sensitivities that we are talking about; you can destroy 
a discussion simply by getting the words wrong, and 
that is why I do not want to be detailed about what our 
propositions are. If I can just give you an example. We 
have not won, over methyl bromide, what we ought to 
have won, at the Ozone Conference which we had in 
Vienna, and the reason for that is entirely a 
misunderstanding about what we were prepared to do 
to help the Kenyans, in their problem of growing early 
beans with methyl bromide and how we could help 
them to change that, and it is entirely a 
misunderstanding between us, and that arose because 
we were too willing to talk in advance and not willing 
to keep quiet and try to discuss with them and get an 
answer. I just do not want to do that again. 


779. Can I press you a little further about the way 
forward, whether it be by multi-environmental 
agreements, or whether it be by specific convention, 
you have mentioned CITES already, there are others, 
Basle, and so on. Which do you think is the better way 
forward; do you think it is better to have a specific 
convention on a specific subject, and in which case 
how would you anticipate that would be enforced, or 
is it better to move via the MEA system and WTO? 

(Mr Gummer) | think, ¢a depend, | think it really 
does depend on the circumstances, I would not like to 
make a general statement. Obviously, MEAs and the 
WTO is the kind of way we would like to see things 
in general operate, and if you have a world trading 
organisation and if you believe the environment has 
got to be at the centre of all decisions that you make— 
that is your natural way; but there are areas where the 
specific conventions may be necessary. I do not see 
that it is easy to think of a better way of doing what 
CITES does except through CITES. There are 
peculiarities about it, special problems, which you 
need to have within that forum, and, after all, that is 
how we proceed in every other system. We have a 
Commission on Sustainable Development and we 
agree a whole lot of things in that, but we have 
separate conventions on the ozone layer and on climate 
change. So I do not see why one cannot do both of 
those, but it is horses for courses, and in general the 
WTO route is obviously the best. 

(Mr Nelson) Would you permit me to just add a 
word to that. Mr Gummer, I think, is quite right in 
what he says about horses for courses, but there is an 
additional factor, which is that we hope that the WTO 
will be a large constituency of nations and any 
measures imported thereunder will immediately have 
to be observed by all those nations, whereas a new 
convention without the WTO order will have to be 
signed up to, nation by nation, gradual process of 
affirmation to it. There is, thergfore, certainly in areas 
that we find agreeable, an attraction in seeking to 
bolster the new authority of the WTO and, wherever 
possible, promulgating globally sub-agreements under 


its curtilage. And, therefore, I hope that we will, in this 
area, increasingly do things under the wing of the 
WTO, but there will be areas where nations with 
particular interests, regions, have special needs, where 
there will be conventions without the WTO order. But, 
with all the nascent problems of the WTO and the 
uncertainty as to whether fine words will be delivered 
into deeds at Singapore and beyond, I do think we 
have to use every opportunity to bolster, give authority 
to and a remit to this new world trading, multilateral 
order. 


780. Just finally, are there any circumstances in 
which you can envisage a single country, or indeed a 
group of countries, taking trade action in relation to an 
environmental matter? 

(Mr Gummer) 1 do not like hypothetical questions, 
and I am not avoiding it. I certainly do not exclude that 
possibility but I am sure that it is the last possibility in 
the proper road down which one should go; the proper 
road must be to convince people within the world 
trading system of the propriety of behaving in 
particular ways, and that, normally, that will be in the 
World Trade Organisation, and sometimes, for the sort 
of reasons which the Minister of State has outlined, 
sometimes, it is within a specific convention. But I 
would not rule it out, no, simply because one of the 
lessons of life is that no good is always the priority; 
there are always circumstances in which you have the 
conflict of goods, and you seek to solve those through 
the WTO, but any sovereign nation must conceive of 
the possibility of individual action. 


Chairman 


781. Can I just take you back to the methyl 
bromide, and, more importantly, the Kenya beans. I 
rather like them, but ought I not, when I go into 
Sainsbury’s, be able to see on the label that these have 
been produced with an ozone-depleting substance? 

(Mr Gummer) I do not actually think that is the 
way through, as far as this is concerned, because, when 
you label things, I think there is a real issue about 
reticence on labelling. I do not know whether you do 
the family shopping, but from time to time I do and I 
find that by the time you have seen whether this suits 
your views on animal welfare, on the environment, on 
the weight you are likely to put on, whether it contains 
fats or not, by the time you have done all this and 
taken your glasses off now to see them, because the 
letters tend to be too small to see without them, or put 
them on, depending which problem you have got, I 
think there is a certain wearisome factor. So what I am 
concerned about is to say that, on the ozone layer, we 
are actually going to solve this problem. 


782. But you told us a minute or two ago that you 
did not succeed with the methyl bromide, so, if you 
did not succeed as a Government, surely I, as a 
consumer, ought to try and do my bit? 

(Mr Gummer) Mr Bennett, what I said was we did 
not succeed in the way I wanted to. All that happened 
was that we did not do it as quickly as I wanted to. 
We have got an agreement but it is not the agreement 
I think we could have got if we had managed to find 
some way—TI must say the fault was not ours—of 
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overcoming what were not real reasons but what were 
psychological reasons; now I hope we will do that. The 
purpose was to speed up the removal, or the reduction 
to very minimum levels. So I do not think that is the 
area that I would want to put my emphasis. I do think 
that labelling has a very real role to play, but because 
it has a very real role to play you have got to make 
sure that it plays it in the areas where it alone can help. 
And I think we have got a lot of areas where perfectly 
legitimately, within international trade, people do want 
to know about the product usually because there is not 
another solution to this, and people have just got to 
have the choice. And I am very keen on using 
labelling, but it has got to be accurate labelling and it 
has got to be more sensible than some of the labelling 
which we go in for now. 


783. How soon can I buy Kenyan beans safely, 
knowing that they have not used this insecticide? 

(Mr Gummer) The fact is that Kenyan beans, like 
many agricultural products all over the world, at the 
moment use an amount of methyl bromide. We have 
come to an agreement in the EC, and indeed 
elsewhere, because the EC led the battle in the Ozone 
Conference to reduce this significantly. I want to move 
faster, but I can only do so if I get the consent of 
nations like Kenya who have real problems to 
overcome. We have offered a way in which we can 
help them overcome them; once they feel that that is 
one they can go along with I can speed it up, and I am 
doing that now. In the meantime, I hope you will buy 
Kenyan beans because it contributes considerably to a 
very poor country that has found a way of export and 
which is now certainly wishing to find a way through 
to a different technology; so do not upset them at this 
moment when they are actually trying. And I do think 
there is a danger of expecting perfection from those 
who have a pretty hard time of it anyway, and what 
you need to do is to try to help those people on the 
route; the Kenyans have already started on it, and I 
am continuing to eat Kenyan beans and I hope you 
will, too. 


Sir Irvine Patnick 


784. Good moming. When we had the DoE 
officials giving evidence they referred to 
interdepartmental consultations and did not go into any 
details. During both Ministers’ representations here, 
the Secretary of State referred to an equation, and I 
had actually jotted out the equation, so whatever your 
sight is it is very good because you can read my 
handwriting. The Secretary of State referred to 
tensions, and I put it down as “tensions, Secretary of 
State, plus arguments, Secretary of State, plus 
conflicts, Minister of State” and it seemed to equal 
agreement, and I put the word “trouble”, or “a 
solution”. Now we have gone with the Kenya beans, 
I just cannot actually visualise how interdepartmental 
discussions reach a thing, and when we say, “Right, 
lads or ladies, that’s it, this is policy”, how do you do 
that; have you got a referee, or an umpire, who comes 
in and, dare I say, cracks heads together? 

(Mr Gummer) I just think it is a curious view 
about how these things—the fact is, there are real 


issues, and let us take the Kenyan bean, it is not a bad 
example, there are real issues. Here is a poor country 
which needed to find ways in which it could create 
markets; the weather and the particular circumstances 
make the production of beans a very convenient one, 
and there is a real market out there for it. They have 
started that operation and they have been very 
successful and they have built up a real business; they 
used, perfectly properly, the technology which was 
available at the time. We now know that that 
technology is very damaging to the ozone layer. The 
rich countries quite clearly say, ““We don’t want the 
ozone layer destroyed, and we don’t want it destroyed 
just because of us, we don’t want it destroyed because 
the whole world is going to be affected.” So the poor 
country says, “It’s all very well, but you’ve got your 
advantages out of these things, you can move on to 
other technologies, but we’re stuck with the position 
in which we’ve built up these markets and we’re not 
quite sure whether this whole ozone thing isn’t a bit 
protectionist”. So what you have to do is to accept that 
there is a real conflict here. There is our desire to 
improve the environment for future generations, to 
protect us against harmful effects of sunlight and light, 
and it is their desire to keep people alive, in order that 
there will be any future generations; that is the tension, 
the conflict, all the words I used. But we come to a 
conclusion. What we say is, is there a way through 
this? Yes, there is a way through it, it is enabling the 
country concerned to use modern techniques, which 
will, first of all, minimise the use of methyl bromide, 
and then, as we make them work more effectively and 
approve them we can pass on to local farmers how to 
use them, alternative technologies which are not 
damaging. Now the discussion with the Kenyans is a 
very sensible discussion, it is, having both agreed that 
end, which is what we have done, how do you actually 
achieve it; because what the Kenyans will say to you 
is, “We’ve got to carry out the trade, that means we 
have got to get the beans; do you realise the people 
who grow the beans are small farmers, most of them 
uneducated? It’s alright for you, because you say to 
ADAS, ‘Go out there and teach them all about it, in 
Britain’, we haven’t got anything like that; how are 
you going to do it?” Now what we are doing is 
building up an answer which will enable us and other 
northern countries to help the Kenyans to deliver that 
and then the Kenyans will agree to reducing the methyl] 
bromide once they are convinced that that is okay. 
Now it is exactly the same in discussions between 
environment and trade at home. The environment issue 
is placed before Trade Ministers, Trade Ministers place 
the trade issue before Environment Ministers; the only 
reason we need to have an argument is if there is a 
difference, because you do not even have a discussion 
if you both start off from agreeing. So where you do 
that you then try to find a way in which you can 
accommodate both, and I have to say we have never 
needed a referee, and the reason we have not needed a 
referee is that we go on arguing until we come to an 
agreement. I do not think we have ever felt we have 
got to go to a referee, I cannot think there was an 
occasion on which we have been to a Cabinet 
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Committee to have a decision between us, not that I 
can remember at all. 

(Mr Nelson) I concur with that, I cannot think of 
an occasion either. But I would just add that, of course, 
this conflict, to which I and Sir Irvine referred, is not 
unique in this area. I find, as Minister for Trade, 
constantly conflicts between the trading interests of 
our country and those, for example, who do not want 
to sell arms to certain countries, those, for example, 
who do not want to trade with countries that have 
allegations of child labour against them, do not want to 
trade in environmentally unsound products or products 
which use environmentally unsound processes in their 
production. In all these areas there are conflicts, 
sometimes with the Ministry of Defence, sometimes 
with the Foreign Office, sometimes with the 
Department of the Environment; conflict may be 
putting it too strongly, but we come from rather 
different directions. And those we will seek to resolve, 
first of all, at official level, to see what common 
ground there is, and whether in other ways, like 
phasing or different approaches, they can be bridged; 
then, if they come up to ministerial level, if we feel 
strongly, we will liaise directly over these issues, have 
a face-to-face meeting and gradually try and resolve 
the issues. And, usually, in a Wittgensteinian matter, 
by analysing the question, you can usually discern 
the answer. 

(Mr Gummer) I did not know we were doing that. 

(Mr Nelson) The answer often lies in the question. 
That is what we seek to do, and so far we have done 
it, I think, with some success and concord. 

(Mr Gummer) Mr Bennett, as somebody who 
hates Wittgenstein, the whole system has been 
destroyed for me. 

Chairman: | think we had better move on. 


Mr Taylor 


785. Given that in your comments on Singapore it 
was clear that you are seeking to give primacy to WTO 
in settling trade disputes, and we have had a lot of 
evidence around that subject, do I take it that you see 
the WTO as the right mechanism for deciding whether 
an MEA should have exemption from GATT rules? 

(Mr Gummer) | think you are inadvertently, Mr 
Taylor, setting up a kind of inherent conflict which 
does not need to be there. My vision for the WTO is 
that it is an organisation which of course is about 
ensuring that we have the freest trade that we possibly 
can have in society, because that is for the benefit of 
us all and it makes development, that one half of 
sustainable development, possible; but I want it also to 
be an organisation which ensures that the way in which 
we move forward is one which is environmentally 
sound. So, yes, of course, I want the WTO to be the 
body that does this, but I do not see that that conflicts 
with my belief that the environment has to be at the 
centre of all that we do. The problem is what lies 
behind the question. If I am being Wittgensteinian I 
apologise—, but the problem Jies, in a sense, in your 
question, because it is perfectly true, too, that there are 
many people who fear that an organisation for whom 
trade is, of its nature, at the heart will be not as 


concerned about the environment as it ought to be, and 
it is the kind of fear that people once had about the 
World Bank and do not have any longer. The World 
Bank is clearly an organisation which is a banking 
organisation, it has clearly continued with its real 
purpose, but it does so in an environmental context 
which it did not do ten years ago, did not do perhaps 
eight years ago. It has changed very significantly. I 
think the WTO starts in an atmosphere which is 
different, I think it is the natural way of reconciling 
differences and ensuring that the environment gets its 
proper role but is not used as a_ protectionist 
mechanism. And as an environmentalist I do respect 
those who say that the big danger is that the 
environment can be used as a protectionist mechanism, 
and it can, and there are many people who try to make 
it that, and pretend that some environmentalist desire 
is actually environmentalist when what they are really 
trying to do is to make a nice little corner for 
themselves and make a buck on that, and that is not 
right. 


786. If the WTO’s role is to make _ those 
judgements, clearly one of the things it is having to do 
is to judge whether the environmental measures are 
necessary and whether the trade element for enforcing 
those measures, again, is necessary to achieve that 
objective. Is there not, therefore, an argument that the 
environmental expertise within the WTO needs to be 
greatly increased, because we effectively are asking 
them to make not merely trade judgements but 
environmental judgements? 

(Mr Gummer) But their panels have the right, and 
we would expect them to use that, to draw upon 
expertise from everywhere, and particularly 
environmental expertise. I would much prefer them to 
draw the environmental expertise from where it is, 
from the suitable organisation, the suitable body, for 
whatever is the argument. And one of the things about 
the environment is that it is such a big operation. The 
sort of environmental expertise you might want if you 
were discussing a trade dispute about the green parrot 
would be wholly different from the kind of 
environmental expertise that you might want if you 
were discussing Kenyan beans, and I think it is very 
much better that you draw upon that expertise. And we 
shall certainly be seeking to ensure that the dispute 
settlement panels use environmental expertise from 
outside and that they bring them in, and we will be 
very insistent that that is what they do; they cannot 
make their decisions without that. 


787. In the Venezuelen gasoline dispute there was 
neither an environmentalist on the panel nor did they 
consult environmental opinion; so, presumably, that is 
a change you would like to see? 

(Mr Gummer) In the case of the Venezuelan 
gasoline dispute, (I do not know whether you are a 
lawyer, Mr Taylor), it is rather like saying the Queen 
versus so-and-so. But the fact was, the issue at stake 
was not one of environmental protection, as such, the 
question was about the conservation of exhaustible 
natural resources, and, in fact, the panel accepted that 
the measures fell within the terms of the Article. And 
the fact is that the United States and the complainants, 
both of them, had every opportunity to ask for a 
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consultation on the environmental aspects, in other 
words, the two people who were in the business of the 
case, neither of them saw that as the issue that was 
between them. Now I am not sure that I can enforce 
upon such people a demand that they also have a little 
chat about the environment; the two of them, actually, 
decided that was not the issue that they had raised with 
each other, and the panel would, I think, be rather odd 
if it then said, “Well, you brought us this on this issue 
but I’d rather like to have a discussion about 
something else.” My view is that in circumstances 
where the issue is an environmental issue no panel 
could possibly make a decision without recourse to 
experts, and it is in their interest, as in the interests of 
the complainants, or the defendants, that those experts 
are the best, and therefore they must draw them from 
the centres of excellence, rather than have a sort of list 
of generalists who sit around, to _ have 
environmentalists. It is like the consumer world. I do 
find, putting it as “I’m the consumer representative” 
seems to me to be, of itself, rather a difficult kind of 
concept; I do not think the word “environmentalist” in 
that sense is what you want, you want the chap, or 
woman, who is an environmental expert about the 
issue you are concerned with. 


788. Looking at possible changes within GATT 
and WTO, clearly one is the EU non-document and 
the issue of MEAs; do you see a need for any other 
issues to be addressed, in terms of its environmental 
work? 

(Mr Gummer) I think the key thing is to make the 
system work. I do not think that there are operational 
or organisational things that at this moment seem to be 
things that we would want to press. What we want to 
do is to make the system work in the way I have 
described. Now it may be that in seeking to make it 
work, in that sense, we discover that there are 
institutional changes, operational changes, but there is 
certainly no consensus among people outside, even 
those most leery of the whole process, there is no 
consensus about what they would like to see changed, 
and I think it is much better to make the system work, 
and then as you make it work it may be that we find 
that some operational or institutional change is 
necessary; we will not close our minds to that at all. 


789. One of the areas that people have said needs 
changing is obviously Process and _ Production 
Methods, and that is obviously very fundamental, if 
any change were to be made there; on the other hand, 
people say to us the UK Government is committed to 
global biodiversity treaties, you have spoken a lot on 
that, yet our trading practices, by paying people to 
perhaps produce a particular crop, and in doing so they 
may actually wipe out a particular species that 
depended on a different crop, or leaving the area 
untouched, at the moment there seems to be no 
mechanism at all for tackling that. It is very difficult 
to go to a developing country and say, “Don’t produce 
this, for which people in our country will pay; instead, 
preserve your natural environment, for which we 
won’t pay’? 

(Mr Gummer) There are two difficulties about this 
whole question. The first is what seems to me to be 
the Puritan difficulty. In the time of the 


Commonwealth there were those whose commitment 
to a narrow, Puritan view of the world made it 
impossible for them to see any advantages in anything 
other than the miserable attitude to life which they had 
dignified with the name “religion”, and as a result they 
stopped everybody doing everything that anybody 
wanted to do, on the basis that it might harm 
somebody somewhere. Now there is a great danger in 
any of us who are enthusiasts taking that view. That 
difficulty does arise with all of us who are keen on 
the environment. Biodiversity is a good—I shall be 
launching our response to the thing this very day, and 
I do not think anybody could doubt my enthusiasm for 
it—but you cannot say that there are no circumstances 
whatsoever in which you would not trade a lessening 
in the numbers in a particular species in order to 
achieve some other good, so you have all the time to 
recognise we live in a world of compromise, that is the 
nature of things. If everything were black and white in 
a simple form then most of our problems would be 
easily removed, but the Garden of Eden made sure that 
did not happen and it is very disappointing for us all, 
ever since. So there is that background. The other issue 
is that if ever there were an area where you could use 
the environment as a mechanism for protectionism it 
is this one. So our view is a complex one. We do want 
the WTO to examine this question further, to see 
whether there are ways of avoiding future conflict, 
whether there are ways in which the argument between 
process-based environmental policies and 
products-based trade rules can be brought together, 
because I think that this will be a.continual process of 
adjustment. What I think we have got to be careful 
about is importing into this absolutes, otherwise there 
will be no music and dancing and all of us will have 
to read pretty boring books, not just Sundays but the 
whole week. 


Mr Gerrard 


790. Minister, I think you would accept that 
international trade measures would sometimes be 
necessary to protect the environment, CITES, you 
mentioned earlier, the Montreal Convention. What 
circumstances would you see where it would be 
legitimate for an individual state to impose a measure 
that might affect trade? 

(Mr Gummer) I was rude enough, Mr Gerrard, to 
say to a previous questioner that I was not terribly keen 
on hypothetical questions. I do think that you must 
accept that a sovereign nation must have that right, in 
certain circumstances; indeed, one of the things I find 
very curious about some of the arguments we have at 
the moment is the way that people do not recognise 
just how much sovereignty we have given up by 
joining the GATT. It is very interesting, they attack the 
loss of sovereignty sometimes for the very important 
decisions that we have made in the European Union 
and forget that we have agreed, under the World Trade 
Organisation, to give up our sovereignty in a whole 
range of areas, perfectly properly, in my view, but 
somehow or other that does not have the same effect. 
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Mr Olner 


791. Mr Goldsmith was not very happy about that 
at all? 

(Mr Gummer) - I do not normally draw his views 
into polite conversation. The issue, therefore, is that, 
in general, it is a piece of sovereignty which is much 
better shared, because, as a result, we gain much more 
power, which is what the sharing of sovereignty does; 
but, having said that, there must be that reservation. I 
myself do not believe that it is by any means the step 
you would want to take, and therefore you have got 
to use the mechanisms, and I certainly would not, in 
advance, like to say that we would ever have to use 
that, because the whole purpose of the WTO 
mechanism is not to have to use it—it is to come to an 
agreement when you do not have to use it. But I would 
think we can all think of various things, I think if I said 
them it would probably be used in evidence against 
me in other circumstances, so I think I shall leave the 
hypothetical question with a hypothetical answer. 


Mr Gerrard 


792. Can we turn to one that is not hypothetical 
then, which is not quite an individual state but it is 
still more in the nature of a unilateral action than a 
multilateral international agreement, and that is the EU 
ban on leghold traps; how would you justify support 
for that? 

(Mr Gummer) First of all, I do think that there are 
moral issues which no amount of passing the buck can 
allow you to avoid. I do not think there is anybody 
round this table who would not say that among their 
heroes was William Wilberforce, and I have no doubt 
that there were people who took the view that to stop 
the slave trade was a gross interference in free trading. 
William Wilberforce said, “I don’t care, that may be 
so, I happen to believe that it’s wrong” and in the end 
it brought discredit upon trade as a whole, as a matter 
of fact—that was one of the minor things it did but it 
did actually do that as well. I take that view about 
leghold traps. They are inhumane, they very often 
inflict appalling injuries and suffering on animals 
caught in them, they have been banned in this country 
for more than 40 years. Most civilised countries have 
taken that view. If you do not do something about 
leghold traps you will kill the fur trade. I think the 
trading side and the humanitarian side are actually on 
the same side in this issue, because people can decide 
whether they want furs or not. I am personally not 
against the fur trade, and, although I am the wrong 
shape to wear it, and probably the wrong sex, although 
I must not say that, I have no objections to wearing 
fur; in fact, I have a fur hat, I admit, I would not wear 
it because it does not suit me at all, somebody gave it 
to me. Anyway, all I would say is I am quite happy to 
have a fur hat but I do want to know that it is not 
produced in a cruel way. And I happen to think that 
when the members of the EC agreed unanimously to 
ban the use of leghold traps and gave an enormously 
long period of adjustment to,countries to sort it out 
that was perfectly proper. Now it may well be that we 
will be able to develop in the WTO a mechanism for 
doing this kind of thing. But I think any trading 


interest—and here is an interest where the Department 
of Trade and Industry and the Department of the 
Environment, for example, might be thought to be in 
conflict, we are not, because both of us think that it is 
an extremely bad thing for the fur trade, if it goes on, 
because in the end people will not buy anything. And 
no amount of labelling will make the difference, 
because you only have to have one little film, as the 
Canadians discovered when they were defending their 
case, they had one single film on the Canadian 
television and it changed public opinion overnight. So 
I think there is no conflict. 


793. I certainly would not argue the case in favour 
of leghold traps, far from it. 

(Mr Gummer) 1 was hoping to dig you into that, 
Mr Gerrard. 


794. But, clearly, there may be a difficulty in a 
case such as this that there is a conflict with WTO 
rules, and I just wanted to explore how your two 
Departments would approach an issue in general? 

(Mr Gummer) We would hope that within the 
World Trade Organisation the concerns which 
manifestly we have can be properly accommodated. 
We happen to think that it is in the interests not only 
of the environment, and especially to the animal 
welfare part of it, but in the interests of the traders 
themselves; and, indeed, many traders in this country, 
in the fur industry, have taken exactly that view, 
because, now we have got a resumption of trade in 
fur and people beginning to understand it is perfectly 
reasonable to have furs, they do not want anyone to 
destroy it again. 

(Mr Nelson) As my polleaete was talking, I was 
trying to. discern whether he was praying William 
Wilberforce, of course, whose reputation as a 
champion of repressed and poor minorities is 
well-known, whether he was praying to him in aid of 
the Innuit Indians or for the wild fox, and, of course, 
it is true that there is a conflict there to be resolved. 
And even the debate within the European Union, and 
the Secretary of State has followed it more closely than 
I, still has to resolve the question of waiver and 
exceptions for traditional communities who are reliant 
on the fur trade; these are very difficult areas which I 
will not pretend are yet fully resolved. If there is not a 
voluntary agreement and if the ban comes into force 
we are going to have to address that issue, as I 
understand it, whichever course is taken. These are 
issues, when our predecessors held responsibility, as 
we do, where there were strong personal views and 
differences across parties and within Government. But 
I think we have been able to adopt a clear position, not 
just publicly but within the European Union, and have 
led the debate, I believe, very much in the European 
Union on this sensitive issue. 


795. Will there be a case for compensation for 
people who are affected? 

(Mr Nelson) No. Compensation, I think I am right 
in saying, might only come into effect after a decision 
was finally reached if there were to be a WTO 
challenge to the Regulation and the EC lost the case 
but the question of compensation does not, in our 
view, otherwise arise. 


THE ENVIRONMENT COMMITTEE 


223 





15 May 1996] 


Rt Hon JoHN Gummer, mp, Ms Bripcet CAMPBELL, 
Mr AntHony NELSON and Mr CHARLES BRIDGE 


[Continued 





(Mr Gerrard Cont] 

(Mr Gummer) | think, perhaps, if you use the word 
“compensation” it is the wrong kind of thought. Not 
to belabour the Kenyan beans situation, but what we 
have seen in the Ozone Convention is seeking to find 
ways of making it possible for people who would 
otherwise not be able to contribute to do so, so that 
where it is a question of transfer of technology we 
think we have got a responsibility to help the Kenyans 
to be able to sort themselves out in that way, in order 
to reach a common goal. It is perfectly possible that in 
these contexts some special provision to help the 
Innuits, either by dispensation or by seeking to find a 
different way of doing things, would be something that 
we could work out; nobody is proposing this yet, but 
it is perfectly reasonable. I think compensation is the 
wrong kind of concept. What we are trying to do, in 
all these things, is to enable people to trade effectively 
in a free market, throughout the world, in a way which 
does not damage the opportunities of our successors, 
that is what we are trying to do. And because the 
damage in the past has been done by the rich nations, 
who have largely benefitted from that environmental 
damage, we accept that we have a responsibility to 
contribute significantly towards the cost of nghting 
that damage, and we have accepted that—that is the 
deal. 


Chairman 


796. Except that in this area really it is a question 
of cruelty rather than environmental issues, is it not, 
with the leghold traps; there is not an environmental 
case for it, there is a cruelty case for it? 

(Mr Gummer) | think it is very difficult to draw 
that line as sharply as you do, Mr Bennett; I think you 
do, too. It is quite a difficult line to draw. But I was 
only thinking to myself that there is some technology 
in this whole matter; if you do not catch animals by 
leghold traps you catch them in other ways. Now if 
the problem is that people do not have the other ways 
then it is not unreasonable to discuss whether there is 
a way in which we can help them to have those other 
ways, that is all I am saying. It is not possible, for 
example, with whaling—as you know, I have been a 
very strong protagonist at the International Whaling 
Convention for the stopping of whaling but we do have 
an exemption there for indigenous whaling 
communities. There are problems though in the 
parallel, because they live off the whales, whereas the 
Innuits live off the selling of the skins, which is a 
different thing, so there are problems of parallelism. 
But we have found ways. I just say we have to find 
ways. 


797. With the leghold traps, the argument is really 
between Europe, the United States and Canada, in a 
sense, powerful blocks, who can argue the case. If we 
went to something where it is a question of a powerful 
country like the United States and a current developing 
country like Thailand, who has much less power; at the 
moment, I understand, the United States is considering 
banning, I think it is, the tiger prawns, which may be 
caught with nets which trap turtles. Is that something 
that ought to be part of the world trade process, and is 
it fair for a powerful trading country to be able to use 
trade sanctions against a much less powerful country? 


(Mr Gummer) One of the difficulties of the 
process of a Select Committee is that you can present 
an issue like that and fail to see that much of this is 
trying to bring together a series of different concepts. 
If I said, “Yes, it is absolutely right to do that because 
the Americans are right’, and I do not particularly take 
that view, I am merely saying, if I did do that, then 
others would say, perfectly reasonably, “Look, you’ ve 
gone through all this period of imperialism, you’ ve got 
out of that and you’ve given people independence”, 
they’ve seized independence, very often, Thailand 
happens to be a country which has maintained 
independence throughout that period, “and now you’re 
saying that in issues like this you’re going to tell them 
exactly what to do, and you can force them to do that 
because you’re the market.” So there are two goods 
here, very much in competition: the post-imperialist 
view about the sovereignty of a nation, and it is 
particularly difficult over something like this, where 
the sovereignty does not interfere with other people’s 
sovereignty; when it comes to the ozone layer, or to 
climate change, one of the difficulties is that the 
demand of a sovereign nation to do something because 
it is a sovereign nation, even though it damages my 
climate, is actually an imposition on my sovereignty. 
So that the thing is much more complicated for me to 
give a simple answer to that. I think that the fact is that 
we have not got the dispute settlement in the WTO, we 
do not know how the issue will develop, the legislation 
is not finally agreed. They may have a further 
discussion with the ASEAN countries following the 
WTO Council meeting on 19 March, and I would hope 
that some solution would come out of that. But I think 
it is useful to remember that these conflicts are much 
more complex than any of us would like them to be, 
and I am very worried, for example, about the way in 
which people toss in the word “‘sovereignty”’ like that, 
without recognising that many of the environmental 
issues we talk about are an invasion of the sovereignty 
of other people, because you destroy their climate or 
open them up to damaging rays from the sun. 


798. You have just been critical of what might be 
called environmental imperialism, but surely one of 
the key things then is to make sure that a country like 
Thailand has the resources to resist and to argue; do 
you see some way within the world trade to make sure 
that smaller nations have the resources to put their 
case? 

(Mr Gummer) I do not think that is a problem. The 
discussions, as I have suggested with the United States, 
will, in fact, start off in the forum of ASEAN 
countries, where there will be a common view, among 
some of the ASEAN countries no doubt, if not all, and 
so the resources will be there. I do not think that is the 
problem and, if I may say so, I did not only attack 
environmental imperialism, I also pointed out that 
there is the other side to that coin, which is that many 
environmental actions are not actions which are 
confineable within the nation state; indeed, 80 per cent 
of the environment decisions that are made for this 
country are made in the European Union, perfectly 
rightly. You could not run an environmental policy in 
Britain if we were not part of the European Union, 
because, in air pollution, in water and the sea between 
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us and everything else, it is a common view; you could 
not possibly, because there is no use in protecting 
migratory birds if the Italians have shot them before 
they get here. So the idea that you can talk in terms of 
sovereignty in quite that way is, I think, not sensible. 


Mr Gerrard 


799. Can I just ask one final point, following on 
from what you said about the leghold traps, and I think 
the Chairman made the point that this could be seen 
as an issue where it was a moral decision, if you like, 
rather than a decision that was taken purely on 
environmental grounds of the preservation of species, 
or anything like that; does that set some sort of 
precedent, do you think? Why not, for instance, argue 
that exactly the same argument should be used in 
dealing with products made by child labour? 

(Mr Gummer) People do. Any of us who try to 
base our actions on a moral attitude which derives 
from believing that we are created and therefore do not 
have the right to dominate the Creation, because it is 
not ours, anybody who tries to operate their lives on 
the basis of being a steward, because one believes that 
one owes that to the Creator, knows very well that that 
leads you to very difficult decisions to make. And we 
also know that people who demand that everybody 
accepts their moral judgements have destroyed whole 
nations and made people extremely unhappy; so that 
you have got to be very careful about this, saying “I 
know what’s right and therefore all the rest of you will 
do what I think is right.” Somewhere between there 
you have to work these things out, and we do it in our 
own lives, we do it every day, we do it all the time, 
trying to see how far it is reasonable to insist upon 
what you think is right, without infringing the nghts 
of others to insist on what they think is night; that is 
what our ordinary life is. I disagree, deeply, with the 
views of people in this House who believe that you 
have a right to kill babies. I think abortion is murder 
and I will fight it as long as I have breath. There are 
people in this House who take a moral view on the 
other side, and one is sitting next to me. We have, over 
the years, got over the argument between us, because 
we now do actually respect each other’s moral basis 
for what we say. Now it just reminds us, as 
environmentalists, that the same is tme in 
environmental terms about morality. So I would not 
say that it is right for everybody to insist that their 
particular moral view on an issue must dominate 
decisions in trade. All I do say is that there are times 
in which you come to something where the 
commonality of view, particularly about something 
that cannot protect itself, as the wild animal cannot, 
that you must not leave it for three days, dying in 
agony, and pretend that that is an acceptable thing in 
a civilised society, just as you must not enslave your 
fellow human being and think that that is protectable 
by some theory of free trade, is something which we 
have come to, which there is a consensus about, and 
which we maintain. 

(Mr Nelson) Could I add a word, Mr Bennett, on 
that. In your question you asked about child labour and 
you asked about cruelty to animals, and I would 
answer that by saying that we draw no distinction in 


our abhorrence between child labour and between 
cruelty to animals, but we do draw a distinction in the 
way to deal with it. And, while we believe that there 
are circumstances where trade measures can be taken 
to prevent cruelty to animals, it is our general view 
that the promotion of trade is more likely to bring an 
end to inhumane practices, like child labour, than the 
reverse. And we believe that by the promotion of trade 
generally, by the raising of living standards that that 
produces, that is more likely to bring about a civilised 
attitude between man and child than the restriction of 
trade, which has in the past actually endured and 
maintained some of these most abhorrent practices. So 
there is no distinction in morality in our attitude but 
there is a distinction in the approach we take to try to 
resolve the problems. 

(Mr Gummer) And that approach is a matter of 
judgement and not of morality; the judgement is which 
of these will deliver the goods. The argument is not 
then a moral argument, it is a judgemental argument 
about whether you think this will work or not. 

Mr Gerrard: I think that is an argument that 
could be pursued, but I suspect the Chairman would 
prefer that we moved on to a different issue or we will 
not get through the session. 


Chairman: If we are going to finish this week, 
yes. 
Mr Gerrard 
800. In the memorandum which you submitted 


you talked about UNEP and the changes to UNEP, 
the strengthening of UNEP, and suggested that UNEP 
ought to be capable of carrying out a lot of the 
functions that have been suggested for a global 
environmental organisation. What brought you to that 
conclusion, given that there have been some very 
serious criticisms of UNEP, as it works at present? 
(Mr Gummer) First of all, the criticisms of UNEP, 
which we share to a large extent, are criticisms which 
any world environmental body would be liable to, 
because they are criticisms which most of us could aim 
at most United Nations organisations; they are about 
being inefficient, about having turf wars, which are 
contrary to the interests of the global issue itself, they 
are about the difficulties of co-ordination of global 
decision-making, - all these things are true whatever 
system you have and whatever you call it. So I do not 
think they are unique to UNEP but we need to purge, 
as far as possible, UNEP of them, so we have 
suggested mechanisms for doing that. We think that 
UNEP is now much’ more efficiently run, that 
Elizabeth Dowdeswell has made some very major 
changes. UNEP has a real difficulty in being based in 
Nairobi, simply because of the communications 
difficulties and the problems of recruitment, and such 
like. We have to overcome those, because it is proper 
and right and I defend it entirely that the headquarters 
of one of the world’s organisations should be in the 
African continent. Africa is very important as far as the 
environment is concerned and biodiversity and other 
things, and it is quite right that it should be there; we 
need to find ways of making it possible for it to be 
there, and from a Commonwealth point of view I am 
very determined that it shall remain where it is. But it 
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must, in fact, be given the political clout that it needs, 
and that is why we have made the suggestions. And I 
am happy to say that at the special meeting after the 
CSD meeting, I think one newspaper suggested I 
should not have gone to, the United Kingdom was able 
to get the whole of the European Union and a number 
of major countries elsewhere, including important 
African players like Ghana and South Africa, to 
support the kind of way forward that we have 
proposed, and Ms Dowdeswell is returning to discuss 
these matters in Nairobi with the permanent 
representatives and I hope we will end up with that. I 
think it will work. 


801. Will it have the money to work? 

(Mr Gummer) The money side, we have set an 
example, and you are quite right about that, Britain is 
punching well above its weight in the amount of 
money that we are giving, I have given the money at 
the beginning of the year this year. I have given £4.5 
million, we are among the top three contributors, along 
with Germany and the United States, and we are 
determined to get others on board. And one other 
exciting thing that has happened is that a number of 
the third world countries, with very small resources, 
have been prepared to contribute something, Ghana 
has said that it is going to do so, we have already got 
contributions from countries like Costa Rica and 
Brazil, I am very pleased that the move has happened. 
It helps a lot when these countries, which are very 
poor, give, if you like, the widow’s mite, it really does 
show that they really care about it, and I am only sorry 
that some countries in the world are so wedded to the 
view that the north should pay for everything that even 
though they are significantly richer than some of these 
very poor countries they will contribute not a mite. 


Mr Olner 


802. Minister, considering that you have quite 
rightly given this money to UNEP, could you explain 
the British Government’s refusal to contribute to the 
expenses of the International Panel on Trade, 
Environment and Sustainable Development? 

(Mr Gummer) ODA was approached by the WWF 
with a request for that funding last year. They said that 
several of the proposals that the Panel planned to work 
on were not the type of initiatives which the ODA 
wished to fund. They said that their general view was 
that policies to restrict trade are unlikely to be effective 
in promoting sustainable production and that countries 
should be allowed to set and implement their own 
environmental standards, that is the policy. They were 
asked, in other words, to spend money on people 
discussing such things as trade disincentives and new 
and additional green trade preferences. I do not think 
that is actually what we want. I want to spend money, 
if we are spending money in this area, on how you 
make greater amounts of trade more environmentally 
friendly. The people who were asking for this money 
started from the assumption that the way you dealt 
with these things was to reduce the trade, and I am not 
in favour of that. I think, in general, more trade means 
a better way of dealing with the environment because 
it means people are rich enough to do it. I am not 


prepared myself to support the spending of money on 
one half of sustainable development, I am interested in 
sustainability and development, and these people 
appear, to me, to be not interested in that. Now the 
ODA, quite separately, came to that conclusion. We 
have not been formally asked for funding, as a matter 
of fact. We did discuss, of course, with the WWF these 
issues, because we do generally. And I do not think 
that the areas which have been chosen for examination 
are priority areas and I want to use my money 
elsewhere, and I am using it in the area where I think 
it will work best, i.e. through UNEP. 


803. So there may well be a future role though, if 
I heard you correctly, Minister, if they choose the right 
areas to go down then you quite see a role for NGOs 
in assisting with world trade and the environment? 

(Mr Gummer) 1 have worked very closely with the 
NGOs, I think NGOs would say more closely than 
almost any Government in the world, certainly as 
closely as one or two others, and in_ those 
circumstances I do not think anybody would criticise 
me on that. But I am not prepared to work with NGOs 
on subjects which do not seem to me to be very 
helpful. I will work with them very hard on subjects 
which seem to me to be helpful, but then that is my 
job, in a sense, of conserver of the taxpayers’ money. 


804. Could I push you forward to talk about 
industry and competitiveness, and are there any current 
proposals for environmental legislation which you 
regard as a genuine risk to the competitiveness of 
British industry? 

(Mr Gummer) I do not think so at all and I take a 
different view, I actually think that in most cases 
improved environmental standards makes our industry 
more able to compete. I think it is quite noticeable, 
clearly throughout the world, that people do not want 
second-rate environmental technology, they want 
technology which reaches the best standards; and as | 
have gone round the world I find—our water 
companies are doing enormously well, selling for 
Britain, getting jobs in Britain, because of what they 
are doing throughout the world. We are now able to 
compete very effectively for contracts, which is very 
good for Britain, would not have been possible without 
privatisation, has given us a huge new source of 
income, and we are doing it at the absolute edge of 
environmental technology; they have us because we 
are best. The only other country in the world that is in 
this area are the French. If we had not privatised, the 
French would have cleaned up throughout the world; 
we are now able to meet them, sometimes we 
collaborate with them, very often we beat them, and 
we are because we are better at doing it. And it is the 
environmental contribution which we make which will 
be the one that is pointed to by—if you ask the 
Argentine Minister, for example, what is good about 
the British water industry she would certainly point 
to our environmental standards, if you ask that of the 
Peruvian Minister or to the Brazilian Minister they 
would say exactly the same thing, if you asked the 
Australians, all those countries. North West Water now 
has four times as many customers outside this country 
as in this country. Some people think that is a bad 
thing, I happen to think it is a good thing, and what 
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we want to do is to make sure that they do continue to 
provide very highly environmentally friendly systems. 


805. So you are quite happy then that all of the 
environmental regulations are in place in this country 
so that those that are employed in the environmental 
industries are able to export their wares abroad? 

(Mr Gummer) No, I am not happy, because that 
would be to be complacent and it would be not to 
recognise that as science moves on so you have new 
problems to meet. Let us take the air pollution 
situation. We, as a Government, have a long history of 
improving the air quality of this country, through the 
Clean Air Acts, and in the first place, the removal of 
what was the terrible pollution from coal-fired power 
stations and coal in people’s grates. When you got that 
out of the atmosphere you discovered that there were 
other things in the atmosphere, and indeed the growth 
of traffic has meant that we have had to take a whole 
series of other environmental steps. It is now true that 
every year the air pollution in this country improves 
very significantly, but because it has improved so 
much we can now concentrate on things that we did 
not know about, to some extent, and which we 
certainly did not think were important, i.e. the 
particulates within such pollution as we have. And in 
order to concentrate on them you have to bring up 
to date your mechanisms for dealing with them, both 
regulatory standards that you set, and the way in which 
you deal with local authorities to give them the powers 
to be able to help in these matters. So all the time you 
are doing this, and if you do not keep ahead of the 
game then your industry cannot keep ahead of the 
game, and the trick is to be leading sufficiently in 
advance to give your industry real opportunity, but not 
so far in advance that you create rules and regulations 
which may turn out not to be the route in which the 
world would otherwise go and not to be the 
satisfactory answer. So it is a very important example 
of what T S Elliot said, which is that if you are one 
step ahead of the rest of the game you are a genius, if 
you are two steps ahead you ought to look out for the 
men in white coats. 


806. Could I sort of perhaps ask your view on the 
proposed EC carbon/energy tax and ask how far is that 
view shaped by industry’s concerns? 

(Mr Gummer) I have a double concern about it. 
First of all, I am an enthusiastic believer in the 
European Union. I do not believe in a common 
taxation system and therefore I do not want to have a 
common taxation system imposed on all countries by 
the European Union from Brussels. So I have a 
problem with the philosophic concept of a carbon tax 
deriving from the European Community. I have 
therefore sought to find a way of having the kind of 
energy tax which will seek to reduce the unnecessary 
use of energy, because we do believe that fiscal 
measures can help in that direction, which would be 
decided upon by the individual nations but 
co-ordinated and correlated. We have certainly been 
happy to have a minimum tax system; the problem is, 
of course, that once you seach behind the phrase 
“carbon tax” you have a whole range of different 
arguments, and if I may just give you one example, 
which I think will explain it. We were discussing this 


round the table at the Environment Ministers’ meeting 
and we had got to the position in which we were pretty 
close to seeing a way through bringing these things 
together when the Spanish Minister said, “Now, of 
course, we’ve got to have this and I will explain why” 
he said. “We have recently built two nuclear power 
stations; they cost us a lot of money and we’ve now 
decided, for environmental reasons, not to open them, 
and therefore what we need is a system whereby, 
because we therefore have to have more fossil fuel 
generation than we would otherwise have, first of all 
we need to have exemptions from the arrangements on 
climate change, secondly other countries will have to 
compensate for that, because, of course, we have to 
still keep the European Union agreement on how much 
we will reduce on climate change, and, thirdly, we will 
have to have a system whereby the carbon tax doesn’t 
affect us in that way, and a system whereby there is 
burden sharing, so you will have to pay for us having 
closed the nuclear power stations.” So I said, “I see, I 
am supposed to go to my constituents, in Suffolk 
Coastal, and say to them “Thank you very much for 
having two nuclear power stations, because that means 
that we can reduce the amount of gases going into the 
atmosphere, very good for the environment, I am very 
much in favour of nuclear power, as an environmental 
answer, but you are now going to have an extra tax, 
which, they are not going to pay so much in Spain, 
and, what is more, you are going to contribute to them 
so that they don’t open their nuclear power stations, 
and you’re going to have to reduce the amount of stuff 
you put into the atmosphere more because they happen 
to have taken this view’.” So, very often, the words 
“carbon tax” hide a difference of opinion as to what 
this is really about, which is like a chasm. So I see the 
future in a different way, I see us having a system 
whereby we do have minimum taxation, minimum 
levels which you have to reach; now that is hard 
enough already, because at the moment it is vetoed by 
Luxembourg, because they make a lot of money out of 
having very cheap petrol, so that there is not a petrol 
station, as I understand it, on the German side of the 
Luxembourg border for about 20 miles, because they 
all pop over and buy the cheap petrol from 
Luxembourg. So they are at the moment holding that 
up, to have a minimum level of that sort, and you are 
committed to policies which will help, through fiscal 
means, to reduce the overuse of energy. Britain already 
meets that by its 5 per cent increase on taxation every 
year on petrol, without an end date, ahead of the cost 
of living, by its taxation of VAT on fuel, which ought 
to have been at a level which actually met the 
environmental needs. And one of the scandals of this 
last Parliament has been that people who ought to have 
been committed to the environment did try to turn and 
did turn that issue into an issue which was convenient 
party politically. And one of the great sadnesses of 
Bnitain is that it does not happen anywhere else, that 
in the rest of Europe particularly parties of the Left 
are, in fact, environmentally supportive, and we are the 
only country in which the environment is driven, and 
it is the only party political thing I will say, we are the 
only country in which the environmental concern is 
quite clearly far in advance on the right of the centre 
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than in either of the other political parties, and the 
scandal was that people did not recognise that. And it 
is no surprise that Friends of the Earth and the RSPB 
made it quite clear that they thought this was the most 
damaging thing done to the environment that they had 
seen for a long time. And now I have said that, because 
it ought to be said, the fact of the matter is we would 
then be in a much more leading position in Europe to 
get others to do the same thing, and it is a sad thing 
because it is our children that are going to have the 
climate change to live with and it is the children of 
people in India that are going to find themselves with 
one monsoon out of three, instead of all. 


807. I think, Minister, you have found a nice little 
sort of peg to hang your hat on. In actual fact, the VAT 
on fuel, I think, was Exchequer-driven, and that is 
what the majority of the people in the House of 
Commons felt as well. 

(Mr Gummer) With great respect, that is what the 
Opposition said, but I can tell you, as Secretary of 
State for the Environment, that it was driven by me. 


Mr Dover 


808. Two further questions on industry and 
competitiveness. First of all, what can be done to 
overcome the resistance of some industries to more 
stringent environmental measures; we were given 
evidence that the British Paper Federation oppose the 
EC eco-label system, for instance? 

(Mr Gummer) First of all, to put the record 
straight, I have found industry extremely helpful in 
most of these areas. I have an advisory committee, 
which is a joint one, between the Department of Trade 
and Industry and the Department of the Environment, 
which is called ACBE, which David Davis now chairs, 
which was chaired with great distinction by Derek 
Wanless for some time. It has some of the major 
figures in industry upon it and they work very closely 
on the matters which are of most interest to industry. 
I have found many industrialists among the forefront 
of arguers in favour of environmental action. National 
Westminster Bank, for example, is changing the whole 
climate of lending by insisting upon environmental 
reporting, knowing what the environmental liabilities 
are. It is a huge change, and I am very impressed, too, 
that the British bankers have agreed to meet to try to 
take this a stage further, quite separately from National 
Westminster, in order to see whether we can set the 
example for Europe as a whole, and we hosted in the 
City of London a seminar on precisely this area. So 
there is a great deal of support. So I do not want it to 
be seen against a background of curmudgeonly 
business not moving forward, I think they are. I think 
there are three things you can do. First of all, you have 
got to be careful that the regulation you are proposing 
is actually sensible. We, for example, have spent two 
years—there has been a certain amount of criticism 
that it has taken so long—getting an’agreed way of 
dealing with producer responsibility with the 
packaging industry, every part of it, and I announced 
the consultative paper based upon what they wanted; a 
very close co-ordination between the DTI and DoE, 
an agreed policy way forward, with 30 of the major 
participants working with us. It has been written by 


them, they are going to make it work. So the first thing 
you have to do is not to do what the Germans did, 
which was to invent a system which was extremely 
onerous, very expensive and ended up with piles of 
plastic you could do nothing with, so you have got to 
work your way through with a sensible answer; and 
very often when industry is arguing it is not because 
they are against the theory it is because the practice 
that you have proposed is an impossible one. The 
second thing you have to do is to make sure that it 
is regulation you really want, rather than some other 
mechanism; very often it can be achieved in other 
ways, and that is why the system that we have got on 
producer packaging, I think, will set an example. And 
the third thing you can do with business is, 
increasingly, to send a few missionaries to show them 
how they gain from the environmental changes. And 
the EMAS system, for example, has won many to our 
side, because they have discovered there is money in 
it for them, that if you take the environmentally 
friendly route it turns out to be cheaper and you 
actually save money, are more competitive and have a 
special and additional proposition to your customers. 

(Mr Nelson) 1 would just add to that, if I may, the 
Environmental Technology Best Practice Programme, 
which encourages environmental management 
systems, and the British Standard 7750, in addition to 
EMAS, which are some important additional means of 
encouraging industry to play its part. 


809. You mentioned North West Water before and 
overseas opportunities; on environmental technologies, 
what is the Government doing to make sure that we 
do create and exploit opportunities for business 
overseas in those sorts of fields? 

(Mr Nelson) First of all, we have a_ Joint 
Environmental Markets Unit, which works to ensure 
that British firms are informed about the large and 
growing markets internationally in this area; my own 
Department provides a range of overseas trade 
services, working with industry and trade associations 
to promote awareness and export opportunities in this 
area. JEMU, the Unit that I referred to earlier on, also 
manages the UK Technology Partnership Initiative, 
which provides information to business in rapidly 
industrialising and developing countries on the 
expertise and technological lead which we believe we 
have here, and we have recently been reviewing a 
strategy of TPI and that has just produced a directory 
of a thousand UK environmental supply companies. I 
would just add to that, if I may, because I know, Mr 
Bennett, that your Committee has been, I believe, to 
Singapore, and I have talked to some members of it, 
partly in response to which I have decided to go to 
Singapore myself, in July, and I will be concentrating 
on environmental technology. I thought you would like 
to know that I will be taking six companies, focusing 
on waste treatment, air pollution and _ clean 
technologies, particularly in the petrochemical sector. 
Wherever I go in the world, and I go all round the 


~world, all the time, I try and take, amongst my 


delegations, some people and companies and 
representatives from the leading technological areas of 
progress in the environment, with great success, they 
are well received, our expertise is applauded, the new 


228 


MINUTES OF EVIDENCE TAKEN. BEFORE 





15 May 1996] 


[Mr Olner Cont] 

contacts, the new industries being established are a 
very exciting export for us; in our target markets 
internationally, sales of environmental services and 
technology are a priority area. And I very much 
welcome the fact that your inquiry and your 
Committee, in its travels abroad and its investigations 
at home, have also been able to take an interest in this 
important matter; it is very important that we work 
together to national advantage, and I believe we are 
doing so. 


810. On international standards, you mentioned 
before BS 7750. Has the Government compared the 
emerging ISO _ standards on _ environmental 
management with the European eco-management and 
audit regulation and our own British standards on 
environmental management systems? Are you 
concerned that high UK environmental standards 
could be eroded, as the ISO progresses in its work 
of setting international standards? 


(Mr Gummer) We are always looking out at that 
sort of thing, but, of course, as these things emerge 
they overlap and underflip, if you see what I mean, 
in the terms of that. As you know industry has found 
it relatively simple to move from our BS standard 
to the EMAS scheme, and we have found that very 
effective; we hope that we can get ISO 14001 to 
the similar level of recognition. I think the remaining 
difficulties and differences are very many fewer than 
people think. There has been a lot of ill-informed 
speculation about it and I think we can get it night. 
I am an enthusiast for EMAS; if it can be achieved 
using the ISO standard then that would be 
particularly good. But the big advantage of EMAS 
is its public reporting of performance which makes 
it unique. The fact that it can be used by businesses 
to improve their environmental performance and 
show financial, bottom line gains, makes for 
converts. It is therefore quite a good idea to have 
ISO available as a route to EMAS, and we are 
working on ways in which that can happen. 


811. Finally, on the Forest Stewardship Council, 
does the Government welcome the commitment by 
several major British retailers to purchase only Forest 
Stewardship Council-certified timber by the year 
2000; would you like to see more initiatives of 
that sort? 


(Mr Gummer) Of course, we welcome any 
commitments to sustainable forestry, as we do to 
sustainable policies right throughout the world. We 
are very keen that they should be what they say 
they are, that is an important part of it. I am not 
Suggesting they are not, but it is very important 
that we should not undermine people’s confidence 
in environmental claims, and there has been that 
undermining in some areas and I am very keen that 
should not happen, and I hope very much that this 
will work. I do hope that the Committee will bear 
in mind the difficulty of certification and the 
difficulties—I spent some time in Brazil, where I 
have great understanding with the problems, the 
problems are very often simply the problems of huge 
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distances, enormous difficulties of control and 
countries which are only emerging now to have the 
sort of bureaucracy that is possible to do it. So I do 
think we all ought to bear that in mind as a problem, 
at the same time. 


Chairman 


812. Can I just take you on to the question of 
consumer taxes on commodities, and _ particularly 
Oxfam and Friends of the Earth, I think, were 
pressing quite hard that we should be making some 
recommendations about perhaps having some of 
these taxes. And, if we went back to the Kenya 
beans, that we were talking about earlier, supposing 
I had to pay just a little bit extra at Sainsbury’s, I 
might be happy to pay that bit extra if I knew that 
the money was being used to make sure that in 
future beans were being produced in an 
environmentally friendly way. Would there not be a 
case for that sort of tax, which would transfer 
resources from developed countries to _ less 
developed countries? 


(Mr Gummer) 1 do think it is helpful if you do 
come down to the individual case. I do not think it 
would work in that particular case. What you need 
to do with the Kenyan beans one is to recognise it 
is a good product, to recognise they are producing 
it perfectly properly, as far as safety is concerned, 
but they are doing it in a way which we now feel 
to be damaging to the ozone layer, and therefore we 
have got to find a way to help them to do it 
differently, and that we are doing. The idea that you 
would have to have special taxes and arrangements 
seems to me to be false. What you do need to 
recognise, and what the Kenyans and other countries 
have to recognise, is that, just as Mr Dover's 
reference to the timber trade making decisions, so 
there will be decisions, of course, it is not just you 
going to Safeway’s, or to Tesco’s, and deciding, it 
is also Safeway’s and Tesco’s saying, “Well, we 
think our customers would prefer to have something 
produced in this way”, and therefore that does have 
an effect on trade, perfectly reasonable, and if 
Sainsbury’s, or Quiksave, or ASDA, so that I have 
now covered, I think, everybody, so that no-one can 
say I have been biased 





Mr Olner 


813. And the Co-op? 


(Mr Gummer) Yes, | was thinking of the larger 
organisations. But the fact is that if you are going 
to accept that as a part of the mechanism then I 
think that is more effective. The taxation change I 
want is not that one, actually; the taxation change I 
want is the one which has been pioneered by the 
Chancellor of the Exchequer—which is why I was 
a little sharp in response to Mr Olner, and I am 
sorry if he felt I was too sharp—but it is the 
movement from taxation on employment to taxation 
on resources. That is why it is terribly important to 
move in terms of landfill tax, in terms of the way 
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in which you tax petroleum, the way you deal with 
a whole range of things, that is the move we ought 
to have, and I think that is the much more important 
taxation way. 


Chairman 


814. You just mentioned there the sort of power 
of the big supermarkets and people like B&Q; now, 
obviously, B&Q are pushing very hard the Forest 
Stewardship Council proposals, we had a very strong 
presentation from them. But, certainly, when we 
were in Malaysia and Thailand those countries did 
express considerable concern about such schemes. 
Do you think they really come within world trade 
rules? 

(Mr Gummer) Life is like that, is it not? In the 
end, if I want to buy something, I have a reasonable 
right to say what it is I want to buy. We have just 
seen the fall of the Wall, the Berlin Wall, and we 
have seen what happens if you have a command 
economy, when people at the centre say what you 
can buy. We have a system which is driven by what 
the customer buys. Now what free trade is about is 
enabling the customer to buy anything that the 
customer wants, but if the customer decides he does 
not want something no amount of command from 
the country that produces it can change that, and 
that is one of the facts of international life, I just 
think one has to accept that is it. 


815. You did earlier offer some scepticism about 
labelling; now I would have thought if your thesis 
were to be carried through then you needed the 
labelling so the consumer could actually make the 
choice. But certainly Malaysia would argue that the 
trouble with the Forest Stewardship Council scheme 
is that it does not really take into account the real 
problems, so the consumer feels good that they are 
supposedly saving the rainforest and biodiversity, 
but, in reality, if perhaps only 4 per cent of the 
timber coming from Malaysia might go into such a 
scheme then people are not doing anything that is 
really useful, either for biodiversity or for saving 
the rainforest? 

(Mr Gummer) I was quite old before I heard the 
comment ‘the best being the enemy of the good’; I 
think it is a tremendously important comment, in all 
these things we discuss. Whatever proposals anybody 
has got, there will always be someone who feels 
that if only we had waited a bit longer, or found it 
a bit more generally, or discovered something else, 
we would, in fact, make it more perfect, and if you 
go along like that you never actually make any 
decisions at all. The great advantage of a 
competitive, open, free economy is that B&Q can 
make that claim, and as long as what they say is 
true then the customer can decide for themselves, 
and the customer, in the end, will decide, usually 
rather sensibly, about what the claim is. And what 
is fundamentally different between B&Q doing it 
and the British Government doing it is that B&Q is 
in the competitive world, and somebody else can 
say, “We’re not doing it that way, we’re doing it 
the way which is much better for Malaysia, this is 


what we do” and that is perfectly reasonable, the 
customer chooses. If I decide then the customer has 
not got any choice at all, and that is why it is 
perfectly right, in the world trade pattern, to have 
that; in the end, it is the customer that decides and 
we need to get more opportunity for the customer 
to make informed decisions, that is why I am in 
favour of labelling, in lots of areas. My only query 
is that you have got to be very careful that the 
labelling is not so great that people cease to notice 
it, and you have also got to make sure it is accurate, 
which is why I have made some criticisms, for 
example, about our energy labelling system, which 
seems to me to mislead people in some areas. 
Because I have discovered that the labelling of 
energy on the refrigerators—for example, I went to 
buy a refrigerator, discovered that there was this one 
that was very low in energy use and another one 
that was much higher, and I asked about it and 
I discovered that the difference was that one was 
permanently defrosted and the other one was not. So 
I asked how they did the measurement and 
discovered that the measurement of the one that does 
not permanently defrost is based upon the principle 
that you, manually, defrost it at least once a week; 
now, as nobody I know has ever defrosted a 
refrigerator once a week, the comparison is a false 
comparison and would lead people to think they 
were buying the more energy efficient refrigerator, 
which, in fact, after six months of not defrosting, 
was significantly less energy efficient than the other 
one. Now I merely say I am very keen that this sort 
of information should be accurate and should not 
mislead, that is my only concern about labelling. 


816. Right; well can I take you back to the 
Forest Stewardship Council then. You like that 
labelling scheme, you think it should be applied and 
encouraged as far as tropical forests are concerned. 
What is your view about our own Forestry 
Commission; is it not logical, if we are trying to 
persuade other people to go for that sort of labelling 
for sustainable forestry, that the Forestry Commission 
ought to do the same thing? 

(Mr Gummer) I think the Forestry Commission 
ought to do what it is doing, which is working with 
the FSC to see how best it can be related to it. 
They have responded very constructively, they think 
there is a good deal of common ground between 
them, they are seeing how they can make that 
together, they are suggesting that they should focus 
its efforts on demonstrating a system of auditing 
environmental performance, which is simple and 
inexpensive and comprehensible. I think they are 
doing exactly what is right, and if at the end of that 
they come to an agreement which seems to be 
sensible that is right. But I do not like the idea that 
Government should tell everybody how they proceed. 
I think the Forestry Commission has shown 
commendable enterprise in dealing with all this and 
no doubt it will come to its decision; but I would 
be very loathe to go round, wielding a big stick and 
telling it to get on with this, that and the other. 


817. I am a little surprised that you are so 
impressed; it did seem to us that they were making 
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a pretty big, bureaucratic mouthful out of looking 
for certification, and that if we want to persuade 
other countries to go for sustainable forestry we 
should be setting the example? 


(Mr Gummer) I am always willing to learn from 
you, Mr Bennett, and if you are worried about the 
bureaucratic side of this, I must say, I had not 
thought that, in the way in which they have 
responded, but I am very happy to look at that. It 
would be right for me to encourage people not to 
put false barriers in the way of sensible procedures, 
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Forestry Commission to do a job, which is to run 
the forests in a way, then you have also got to rely 
upon them to do that sensibly. But I will certainly 
look and see if there are any artificial barriers. 


818. Can I thank you all for your answers, and 
no doubt all the work that you put into preparing 
the possible answers to the questions that we did 
not ask? 

(Mr Gummer) Thank you very much, and I will 
never tell you which questions we feared you might 
ask us. 


but in the end I do believe that if you ask the Chairman: Thank you. 


Further supplementary Note by the Department of the Environment (WTE 4E) 


CONSUMER TAXES ON COMMODITIES TO TRANSFER RESOURCES FROM DEVELOPED 
COUNTRIES TO LESS DEVELOPED COUNTRIES 


INTERNATIONAL COMMODITY-RELATED ENVIRONMENTAL AGREEMENTS (ICREAs) 


1. In a 1995 report, the United Nations Conference on Trade and Development (UNCTAD) reviewed a 
number of ways of assisting developing countries to “internalise” the costs associated with 
environmentally-friendly production. One proposal was for the establishment of institutional co-operation in the 
form of formal international commodity-related environmental agreements (ICREAs). Two basic variants have 
been proposed: 


(i) a standard-setting agreement: countries would agree to apply common (HRY standards on 
production technology; and 


(ii) a transfer ICREA with a financial compensation mechanism. It would operate though a compensation 
fund fed by agreed contributions from importing countries. 


ICREAs are seen as a mechanism for passing on the cost of least developed countries’ (LDCs’) environmental 
improvements to consumers in developed countries. An individual developing country acting alone would find 
it more difficult to pass on to consumers price increases caused by the internalisation of environmental costs 
than would be the case if producers acted together. 


2. The UNCTAD report does not make clear exactly how it is envisaged that these mechanisms would work. 
The report acknowledges that before either of these variants could be implemented the following areas would 
need to be researched: 


(a) identification of the environmental costs; 
(b) available options, including alternative technologies; 
(c) effects on competitiveness; and 


(d) international trade effects. 


GOVERNMENT VIEW 


3. The Government helps a wide range of developing countries to improve the quality and implementation 
of environmental policies particularly through the Overseas Development Administration aid programme. In 
addition, the Global Environmental Facility, to which the UK is a major contributor, helps developing countries 
with the costs of meeting their obligations under international agreements to address global environmental 
problems. The UK also makes a significant contribution to the Multilateral Fund of the Montreal Protocol which 
provides aid to developing countries in phasing out ozone-depleting substances. 


4. The first variant of the proposal, a voluntary agreement to set standards, has attractions in principle. 
However, in practice, countries, particularly developing countries, may be unwilling to sign up to such an 


ieee The issue of ensuring compliance with uniform environmental standards would also need to be 
addressed 
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5. The Government espouses the polluter pays principle as one of the bases for environmental policy. 
Taxation on pollutants is often an appropriate way of implementing the polluter pays principle by internalising 
environmental costs. It is an economically efficient way of reducing environmental damage and it simultaneously 
raises revenue. However it is very unclear how an international mechanism for transferring revenues from such 
taxation (as suggested in the second variant of the proposal) would work, and whether it could be successful in 
securing environmental improvements and directing resources appropriately. 


6. The Government therefore does not consider that the development of ICREAs has yet been shown to be 
a feasible or effective way of improving the environmental performance of producers in developing countries. 
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APPENDIX 1 
Memorandum by the Canadian High Commission (WTE 62) 
WORLD TRADE AND THE ENVIRONMENT 
Eco-LABELLING 
Question | 


In what respects does Canada’s eco-labelling scheme differ from the European Union Scheme? What are the 
advantages of having a privately run scheme? 


Detailed information on the Canadian scheme is enclosed. A major difference between the EU and Canadian 
programs is that Canada’s did not initially have to contend with strong and established schemes being operated 
by other levels of government. It is, however, also a “Type 1” program, with specific criteria which must be 
met if an award is to be granted. As will be noted from the attached document dated 22 November 1995, 
Canada’s attempts to ensure transparency and access have been much more successful that has been the case 
with the EU label, which suffers, in the view of Canadian officials concerned with eco-labelling, from definite 
flaws in this regard. 


Strictly speaking, the Canadian scheme is not private, but is managed by Terra Choice Environmental Services 
Inc., on behalf of Environment Canada, as part of the Canadian Government’s overall privatisation program, 
which as in the United Kingdom allows the administration and management of some government functions on 
a contract basis. 


Question 2 


What is Canada’s view of the European Union eco-labelling scheme, particularly as it relates to paper 
products? Is the EU scheme seen as an impediment to trade, and if so, why? Has Canada had an opportunity 
to make its views known to the European Commission? 


Answer 


Canada has submitted written comments to the European Commission objecting to the EU eco-labelling 
scheme on the basis of a lack of consultation in developing criteria for paper products, and.on the basis that the 
final criteria were unsuitable and failed to recognise differences in national environmental conditions. Canadian 
objections were shared by the United States. Brazil and Finland, all of which are significant exporters of paper 
products. 


FORESTRY 


With regard to questions 3, 4 and 5, it is important, first and foremost, to outline the context of Canadian 
forestry and forest land management: 


(A) 93 per cent of Canadian forest land is in public (state) ownership, primarily by provincial 
governments. They manage public forest land through a variety of relatively short-term tenures with 
private forest companies. Canadian governments are therefore responsible for both the policy and 
implementation of sustainable forest management. 


(B) All provinces are committed by policy and legislation to implement fully sustainable forestry 
management. This is enshrined in commitments made in the “Canada Forest Accord” of 1992 
(copy enclosed). 


(C) Implementing fully sustainable forestry is a huge challenge, particularly in developing the necessary 
societal consensus amongst stakeholder groups. One mechanism to define and implement sustainable 
forest management is the Canadian “Criteria and Indicators” system which emphasises both science 
and local societal values. These Criteria and Indicators are linked to a variety of international 
initiatives, including the Montreal and Helsinki processes. 


(D) It is also important to highlight the massive size of Canada’s forested area, most of which remains 
virgin wilderness, and is managed in such a way as to sustain these wilderness values even where 
human intervention exists through harvesting. This is in contrast to Europe where almost all land, 
including forests, has been impacted by human intervention. In Canada we are not managing a very 
large “park”, and this results in quite different approaches to our stewardship of a forest area roughly 
one and a half times the size of the entire European Union. 


With these salient considerations as background, the responses to the questions posed by the Committee are 
as follows: 
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Question 3 


How do Canadian timber and forestry companies regard the new Forestry Stewardship Council (FSC) scheme 
for the certification and labelling of sustainably produced timber? Is this kind of scheme preferable to 
Government regulation in area of labelling? 


Are retailers in Canada (such as the major DIY chains) showing an interest in the FSC scheme? 


Answer 


Canadian forest companies generally support certification standards, on a volunteer basis, which are based on 
well established international principles. These principles mirror the way in which the BSI, the ISO and the 
Canadian Standards Association (the Canadian national standards body approach such issues). These principles 
are defined in protocols requiring transparency and democratically based multiple stakeholder representation in 
the standard setting exercise. 


There is unfortunately considerable concern that the FSC is a largely un-representative body which was 
established with the explicit exclusion of industry and governments from its membership. While “economic” 
interests now constitute 25 per cent of the FSC Board, the individuals concerned are not nominated by “industry” 
but by the members of the FSC itself. 


The broad forestry principles which the FSC has adopted are generally viewed positively, but there are as yet 
no specific regional standards for Canada, or indeed for the UK, which can be reviewed for appropriateness. 
Without balanced representation within the FSC Board there is some concern about future changes that might 
be imposed without an adequate scientific or democratic basis. 


With regard to eco-labelling, Canadian industry is supportive of voluntary systems that respond to market 
demands, rather than new government-regulated schemes. 


There is some very limited interest by small retailers in selling “certified” forest products, particularly when 
dealing with more exotic imported species. Since the FSC itself has only recently initiated a regional standards 
and promotion organisation in Canada and North America, there is as yet no opportunity as such for retailers to 
subscribe to an FSC system. 


Question 4 


Does Canada have any national certification schemes for sustainable forestry, and if so how do these differ 
from the FSC scheme? , 


Answer 


The Canadian Standards Association is developing a Sustainable Forest Management System Standard. This 
new standard is now completing its final phase of public consultation after two years of work. The “standard” 
is based on the BS7750 Environmental Management System approach to be issued shortly as an ISO14000 
series standard. The CSA approach is also compatible with the European EMAS system and makes extensive 
use of the Canadian Government’s “Criteria and Indicators” approach to sustainable forestry. In addition, as a 
system approach to continuous improvement, one prerequisite is that all government forestry regulations must 
be met. 


The FSC approach includes three basic elements: forest certification; product tracing, and an eco-label. It 
does lend itself to tracing exotic species in small quantities, but is very difficult to implement in the industrial 
world of commercial timber, pulp and paper. All of these products flow through multiple forest sources and 
many processing stages before reaching end users. 


The CSA approach is to certify forests. As the number of forests supplying logs to saw and pulp mills 
increases, it may be more practical to implement a system which can include a higher ratio of “certified”, 
sustainably produced forest products, and this may also lead to an eco-label initiative. 


Question 5 


Has Canada’s export trade in wood and paper been affected by demands for sustainably produced timber in 
Britain or elsewhere? Have the specifications of British companies like B&Q caused Canadian timber companies 
to change their methods of operation? 


Answer 


There is no statistical or anécdotal evidence to suggest that the FSC principles have influenced the supply of 
Canadian forest products to “Group of 1995” members, including B&Q. These companies are in a difficult 
position since they do not yet have any practical source of certified forest products, including from within the 
UK where the majority of their solid wood originates (i.e., fencing and garden-shop materials). 
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At this stage UK suppliers (and their supply chains) are being asked to provide information on their sources 
rather than on actual FSC certification. The latter is in any event impossible, since the FSC has not yet developed 
any regional standards for any part of the world. 


Operational changes by companies in Canada have not been made as a result of any specific market pressures 
from the UK. Major changes and continuing improvements are, however, being made as a result of revised 
government land management and harvesting regulations, and of initiatives taken by forestry companies at 
their own volition. These changes, in general, reflect changing expectations of Canadian society, rather than 
fundamentally new scientific approaches. 


RECYCLED PAPER 


Question 6 


Does Canada have any national requirements for a percentage of recycled content in paper and paper 
products? 


Answer 


There are no national requirements for the use of recycled paper in Canada. However, the market for recycled 
content paper is very strong. Consumer interest has led to the Canadian pulp and paper industry investing 
approximately C$ 1.2 billion since 1989 (approximately £550 million) at over 60 mills in de-inking and paper 
recycling facilities. Total 1995 consumption of waste paper exceeded 4.1 million tonnes, of which 1.9 million 
tonnes was imported (primarily from the United States). 


The balance (2.3 million tonnes) was collected within Canada from both industrial sources and from very 
extensive, individual-household, “blue-box” programs. These programs also provide for collection of other 
recyclable materials such as cans, glass and plastic materials. It should be noted, in addition, that most local 
governments will not allow residential collection or land fill disposal of many hazardous products, including 
gypsum board, batteries, paints, oils, used refrigerators, etc. Instead, the public must deliver these materials to 
municipal collection sites. 


Question 7 


What effect do “recycled content” requirements imposed by other countries have on the Canadian paper 
industry and its trading activities? Will the European Directive on Packaging and Packaging Waste affect the 
Canadian packaging industries? 


Answer 


Forest products represent a renewable resource and Canada’s forests are a great natural asset which can be 
managed to suit environmental, socio-cultural, commercial and recreational proposes. 


As the world’s largest exporter of forest products, Canada would suffer economically if there were extensive 
requirements for recycled content in paper. This would not only reduce sales of paper made from virgin stock, 
but would also require Canada, a huge producer of paper given its massive resource base, but not a major 
consumer as a country with a relatively small population, to import increased quantities of waste paper for 
recycling. The negative environmental impacts of this would not only be reflected in increased transportation, 
but also in the necessity of disposing of inks and heavy metals from recovered paper. In effect, Canada would 
be required to import the pollution of other countries, while still having to produce virgin fibre since 100 per 
cent recycled content in paper is simply not technically feasible in many applications. 


It should be noted that were the UK to impose a requirement that all newsprint used in the UK should have 
recycled content, this would impact negatively on the recycling operations of UK industry, whose methods 
require a stream of high-quality virgin fibre. The likely consequence would be sending of greater volumes of 
unusable waste (short fibres and ink) to landfill. 


We are aware of the various proposals. Our concern relates to the nature of any import charges that are used 
to fund a domestic recycling system. 


Question 8 


How much waste paper is imported into Canada for recycling? 


Answer 


As noted in our response to question 6 Canada imported approximately 1.9 million tonnes of waste paper in 
1995. This came primarily from the USA through the use of “back haul” truck or rail services which were 
initially used to deliver new paper materials to customer cities. When combined with domestic Canadian sources 
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this approach to waste paper has been generally economic, particularly since the marginal, additional 
transportation costs have been very low. 


This source of low-cost wood fibre has also allowed alternative uses for the “saved” sawmill wastes which 
can then be used as an energy source or in the production of engineered panel products such as OSB, MDF, etc. 
Question 9 

Can you give a brief indication of the relative environmental impacts of producing recycled and virgin paper 
within Canada? 

Answer 


The benefits of recycling vary somewhat depending primarily on the alternative sources of energy used for 
transport and the recycling process. 


Most Canadian virgin-fibre pulp mills are energy self-sufficient as they derive most of their energy from the 
lignin within the wood furnished. In addition, since the vast majority of pulp and paper production in Canada is 
derived from sawmill waste materials, recycling tends not to “save” trees. Natural events,’such as fire and pests, 
are greater causes of initial forest “loss” (although all grows back). 


On balance, the recycling of paper in Canada seems to place a greater strain on the environment than the 
production of virgin pulp and paper products. Local conditions, such as transportation distance, availability of 
incinerators and land fill options, may, however, make recycling a desired option, other than the “feel good” 
factor which has induced a large market demand for recycled products. 


ENVIRONMENTAL IMPLICATIONS OF THE NAFTA AGREEMENT 


Question 10 


Has the signing of NAFTA and its environmental side agreement had any impact on transboundary 
environmental problems, such as the pollution of the Great Lakes? 


Answer 


No—see answers to questions 20 and 21. 


FuR TRADE AND LEGHOLD TRAPS 
Question I] 


What percentage of the fur exported by Canada is trapped by the Inuit people? 


Answer 


Forthcoming.’ 


Question 12 


What has prevented Canada from distributing humane traps to its indigenous people, as has been done 
in Finland? 


Answer 


Forthcoming.’ 


Question 13 


What are the main factors which are holding up the development of an international standard for humane 
traps? 


Answer 


Forthcoming.' 





' Evidence not printed; available from the Canadian High Commission. 


THE ENVIRONMENT COMMITTEE sey 





DisPUTES OVER ALLEGED “‘GREEN PROTECTIONISM” 
Question 14 
Can you give some examples of Canadian environmental regulations which have been challenged by the USA 
as disguised restrictions on trade? 
Question 15 


Conversely, has Canada initiated any disputes concerning American “green protectionism” ? 


Question 16 


What was the outcome of the disputes referred to above? 


Answer 


Without a clearer definition of “environmental regulations,” the foregoing three questions are difficult to 
answer. For example, Canada has objected to US regulations controlling the importation of lobster and other 
seafood. These regulations were ostensibly for conservation purposes. In forestry, the United States has 
questioned provincial stumpage fees, claiming these to be tantamount to subsidies, but has never complained 
about forestry practices, which are similar to those in the United States due to the similarity of the forests. We 
are not aware of any other significant disputes which are clearly environmental in character. 


COMPETITIVENESS 
Question 17 


Have Canadian manufacturers protested unfair competition from overseas producers with local environmental 
standards? Is there any firm evidence that Canadian companies—particularly in the chemicals sector—have 
relocated overseas to avoid environmental regulation? 


Answer 


On the basis of a cursory review of our records, we do not believe that such complaints have been registered 
thus far. The North American Commission on Environmental Co-operation is designed to ensure that competitive 
advantage cannot be secured through inadequate enforcement of environmental laws. 


QUESTIONS ON CANADA’S TRADE AND ENVIRONMENT POLICIES 
ECO-LABELLING 
Question 18 


Have there been any complaints about Canada’s eco-label on trade grounds? 


Answer 


The Environmental Choice Program has been the subject of only limited complaints from foreign producers, 
but they have been similar to those of domestic manufacturers, and have not been related to trade concerns per se. 


Question 19 


What recommendations will Canada be presenting to the World Trade Organisation Committee on Trade and 
Environment when it discusses eco-labelling? 
(a) Would Canada seek to include Type II and Type III eco-labelling in WTO coverage? 


(b) Similarly, would privately operated schemes such as Environmental Choice be covered by the WTO 
in the same way as Type I schemes? 


(c) The European Commission is concerned that WTO coverage of eco-labelling will at best inhibit the 
use of eco-labels. Does Canada disagree? 
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(d) Would a WTO Code of Conduct for eco-labelling schemes be an adequate solution to Canada’s 
concerns about eco-labelling? 


Answer 


A copy of Canada’s WTO intervention on eco-labelling is attached. It should be noted that Canada has not 
differentiated between Type I, II or III labels in its comments. In our suggestion to bring voluntary systems 
under the disciplines of the TAT Agreement, Canada urged governments to encourage private systems in their 
countries to meet these requirements. Canada, with a major eco-labelling program of its own, does not see the 
transparency requirements of the TAT as inhibiting eco-labelling programmes, but as recognition that such 
programs can have significant trade effects. The TAT Code of Good Practice is a useful starting point for 
covering eco-label programs. 


NAFTA 
Question 20 


Since the signing of NAFTA, has there been any “downward harmonisation” of Canadian environmental 
standards (for example, safety standards for pesticides)? Likewise, has there been any upward pressure? 


Answer 


No. Many transboundary issues between Canada and the United States, such as Great Lakes pollution and 
acid rain, were subjects of bilateral agreement prior to the Free Trade Agreement (FAT) and the subsequent 
NAFTA. The North American Commission on Environmental Co-operation (NACEC) is to promote 
co-operation on environmental matters in North America and ensure effective enforcement of environmental 
laws. 


Question 21 


Has NAFTA increased the incentive to set up large scale energy projects (such as the Arctic gas project and 
James Bay hydroelectric scheme) in Canada, with the aim of exporting energy to the USA? How do you reconcile 
the development of new energy projects with Canada’s policy of reducing carbon dioxide emissions? 


Answer 


No such impact attributable to NAFTA has been identified. The United States has always been a major 
customer for Canadian power producers and NAFTA has not changed this situation to any significant degree. 
There are no new major power projects under development—the largest proposal, the Great Whale project of 
Hydro Quebec, was cancelled several years ago as uneconomical. The majority of power in Canada is provided 
by hydroelectric or nuclear generation, neither of which is a serious contributor to greenhouse gas emissions. 


APEC 
Question 22 


What has been Canada’s role in the introduction and discussion of environmental policy matters within 
APEC? Are there any plans to integrate environmental policy into the trade liberalising regime in APEC? 


Answer 


Canada hosted the first Meeting of APEC Ministers responsible for the environment in 1994, in Vancouver. 
Ministers agreed on a number of principles, including such fundamental tenets as the “polluter-pays” principle 
and the importance of technology transfer in building capacity in environmental management. The meeting 
addressed potential areas of environmental co-operation, including sustainable cities, environmental 
technologies, environmental policy (including standards and environmental assessment, and economic 
instruments), and environmental education and information. Following this meeting, APEC working groups and 
other fora were asked to incorporate environmental considerations into their work. 


At Canada’s initiative, APE@ created a new policy-level body, the Economic Committee, just over a year 
ago. This body advises APEC Senior Officials on trends affecting growth in the region. The mandate of the 
Economic Committee (currently chaired by Canada) includes the examination of cross-cutting issues, such as 
environment and sustainable development, which need to be addressed in APEC. Canada is currently leading an 
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initial study on the use of economic instruments in pursuit of environmental objectives among APEC economies. 
Beginning in 1996, the Economic Committee will prepare an annual report on the state of economic and technical 
co-operation in APEC, drawing together the links among the activities of the 10 working groups, with an 
emphasis on identifying gaps and overlaps that may exist. Environment and sustainable development work will 
be assessed as part of this report. 


Throughout 1996, Canada is working with the current APEC chair, the Republic of the Philippines, to ensure 
complementarity and continuity through 1997, when Canada chairs the APEC process. One example of this 
close co-operation was a jointly hosted Canada-Philippines meeting of APEC Environmental/Economic Officials 
in March 1996. This meeting provided an opportunity for APEC members to discuss approaches to the 
Philippine-chaired Ministerial Meeting on Sustainable Development, which will take place in July 1996. 


In its capacity as APEC Chair in 1997, Canada intends to continue to develop APEC activity on the 
environment. Canada will also run a “green”, environmentally responsible Summit in November 1997 in 
Vancouver, in keeping with the successful precedent of the Halifax G-7 Economic Summit in 1995. 


PROCESSES AND PRODUCTION METHODS 
Question 23 

Please could you detail Canada’s proposed approach to the issue of trade restrictions based on Processes 
and Production Methods? 


Answer 


Although Canada, as a WTO member, is generally opposed to non-product PPM-related trade measures, it is 
conceivable that there are circumstances where such measures may constitute the only effective instrument for 
environmental policy. However, it is necessary to review such trade-related measures on a case-by-case basis. 


OECD 
Question 24 


Canada has been actively involved in the work of the OECD’s Joint Session on Trade and Environment. What 
aspects of the Joint Session’s work would Canada recommend that the WTO adopt? In connecting the research 
and the discussion of the OECD to the practice of the WTO, what prospects are there for implementing the 
work of the Joint Session on (say) Processes and Production Methods, eco-labelling, or environment taxes? 


Answer 


Canada strongly supports the work of the OECD Joint Trade and Environment Experts’ Group. The Report 
to OECD Ministers, issued in May 1995, provides extremely useful guidance for consideration of trade and 
environment issues, and Canada has used the Report as the basis for many of its interventions. However, the 
proposed Work Plan of the Experts’ Group suggests that future work will be quite detailed and may have limited 
applicability to the wider discussions held under the WTO CTE agenda. 


WTO comMITTEE ON TRADE AND ENVIRONMENT 
Question 25 

Article 104 of NAFTA makes provision for the compatibility of major Multilateral Environment Agreements 
(MEAs)—CITES, the Montreal Protocol and the Basel Convention. What recommendations will Canada be 
making to the WTO Committee on Trade and Environment regarding MEAs? 
Answer 


See the concluding part of this letter regarding a possible amendment to GATT Article XX. 


Question 26 


What is Canada’s position on the WTO CTE Agenda? Does Canada expect all the agenda items to be 
negotiated prior to Singapore, leading to recommendations, or will there have to be concentration on just a 
few items? 
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Answer 


Canada believes that all agenda items should be adequately discussed in Singapore, although it may ultimately 
prove to be preferable to move discussion in some cases to other fora, such as the OECD or UNCTAD. however, 
the Canadian position on the issues to be broached in Singapore continues to evolve. 


DIsPUTE SETTLEMENT IN THE WTO 
Question 27 


Does Canada have any proposals for incorporating environmental concerns into the decisions of WTO dispute 
settlement panels? What steps has Canada taken to ensure that commitments made in Rio in respect of public 
participation in decision making (Principle 10 of the Rio Declaration) are reflected in the practice of the WTO? 


Would Canada support an enhanced role for NGOs and environmental experts in dispute settlement? 


Answer 


GATT arTIcLeE XX 


With regard to the attachment to your other letter of 21 March—the suggested text for an amendment to 
GATT Article XX and the associated Understanding—this is a highly topical issue, having been one of the main 
agenda items at the 26-29 February meeting of the WTO Committee on Trade and Environment (CTE). At that 
meeting the EU tabled a “non-paper” which called for an amendment of GATT Article XX to accommodate 
multilateral environmental agreements (MEAs), while New Zealand delivered a paper suggesting development 
of an “Understanding” to deal with MEAs and to apply to all relevant WTO agreements. 


Canada’s approach on MEAs, as well as its views on an amendment or “understanding” approach to Article 
XX, continues, like those of its trade partners, to be refined. A major concern for Canada, however, is that if 
Article XX is to be amended as is being proposed, then it is important to develop some basic guidelines for 
international environmental negotiators who might be considering the use of trade measures. A copy of Canada’s 
intervention at the February meeting of the trade and Environment Committee of the WTO is attached for the 
Committee’s information. Canada sees such guidelines as assisting negotiators, should they determine that trade 
measures are necessary. 


In its intervention Canada also raised the need for the WTO to establish a set of principles relating to the 
negotiation process for MEAs, in order to increase the legitimacy of any trade measures that might be included 
in such agreements. The presumption would be that trade provisions in an MEA, developed in a process which 
accords with these principles, are justifiable in that they are necessary and effective in terms of achieving the 
MEA’s environmental objectives, as well as being non-arbitrary. Given the degree of international consensus 
for the use of trade measures in international environmental agreements, the risk of trade disputes would be 
very low. 


Canada does not have fixed views at this point on how such principles would be developed, or how binding 
such principles should be on MEA negotiators. We do, however, believe that there is merit in having both the 
WTO, and an international environmental body such as UNEP, involved in the process. 


APPENDIX 2 


Memorandum by the Centre for Social and Economic Research on the Global Environment, University 
of East Anglia and University College London (WTE 5) 


WORLD TRADE AND THE ENVIRONMENT 


CSERGE, is a designated research centre of the Economic and Social Research Council (ESRC) of the UK. 
The Centre is responding to certain of the issues listed in the letter from Mrs Caroline Hand dated 22 November 
1995. These notes have been prepared by Mr Neil Adger, Mr Andrew Jordan, Mr Dominic Moran and Professor 
David Pearce of CSERGE. Also appended is a chapter from a recent CSERGE book addressing the issue of 


trade and the environment in the context of the General Agreement on Tariffs and Trade (GATT) (now the 
World Trade Organisation (WTO) rules). . 
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Issue # 1: INTERRELATIONSHIPS BETWEEN LIBERALISATION OF TRADE AND NATIONAL AND GLOBAL ENVIRONMENT 


The object of trade liberalisation is the promotion of economic growth. It is the environmental unsustainability 
of present economic growth, and hence the environmental implications of further growth, that are of concern to 
many environmentalists.' The environmental ramifications of freer trade are complex: the simple advocacy of 
no economic growth fails to recognise growth as, at the very least, a component in the alleviation of poverty 
and increasing development opportunities of poor countries. Indeed, one argument for free trade is that it is 
economic growth that allows economies to spend money on environmental! protection and that it diversifies the 
income base to reduce dependence on primary natural resources. 


For free trade 


The arguments for and against free trade are summarised in Table 1. Environmentalists advocating free trade 
concentrate on the higher levels of environmental protection in industrialised countries, hypothesising that these 
are related to the demand for high environmental quality and standards of those who are already affluent. If 
higher levels of income can become more widespread through economic growth and trade, so the argument 
goes, then negative environmental impacts will be corrected by the affluence-induced environmental 
consciousness. The empirical evidence for this approach is generally provided through time series analysis of 
falling energy/Gross Domestic Product (GDP) ratios and negative correlation between urban pollution levels 
and average incomes in the last half century.” This arguments rests on the assumed economic growth promoted 
by trade liberalisation. 


A second argument for trade liberalisation is the environmental deterioration caused by protectionist in 
economic policies. For example, European agricultural price support has led to increasingly intensive agricultural 
practices resulting in habitat loss and pollution. This process would be reversed, or at least halted, by trade 
liberalisation and reduction of producer prices.’ Although the present reform of the Common Agricultural Policy 
(CAP) goes some way to meeting this objective, the fundamental de-coupling which could have taken place 
under the MacSharry proposals in 1992 was forestalled by agricultural interests in the UK and Europe. 


TABLE | 


A summary of the arguments on free trade and the environment 


Trade liberalisation 


effect 


Increases 


aggregate 
economic activity 


GATT/WTO issues 
Trade related 
intellectual 
property 
agreement (TRIP) 


Agricultural 
reform 


Pollution havens 


Free trade helps the environment 


Growth promotes and facilitates environmental 
protection. Environmental quality has positive 
income elasticity. Growth in industrialised 
countries is associated with reduced materials 
throughput ratios. 


TRIP agreement enhances competitiveness and 
growth through safeguarding innovation. Also 
adds capturable economic value to naturally 
occurring genetic resources hence aids 
conservation. 


Would tend to lower producer prices within EU 
and elsewhere hence reduces the intensity of 
production with corresponding environmental 
benefits. 


Capital is mobile whether GATT exists or not. 
Different types of pollution are more “costly” in 
different places so free trade is beneficial in 
equalising pollution effects. Domestic countries 
can insist on domestic firms retaining higher 
standards in overseas operations. 


Free trade harms the environment 


Negative environmental impacts are pervasive in 
economies, so extra environmental regulation or 
expenditure is required to maintain existing 
environment in the presence of growth. There is 
no guarantee of actual future environmental 
protection. International trade means additional 
fuels use and transport impacts. 


Undermines farmers rights and indigenous 
knowledge. Competition between users of 
extractive genetic resources in certain 
circumstances increases over-exploitation to 
extinction. 


Lower prices reduce farming profitability and 
capital value of land hence reducing ability of 
farmers to invest in conservation and reducing 
incentives to maintain resource base. Higher 
world prices increases intensity of commercial 
production sectors in developing countries 
displacing smallholders onto marginal land. 


Operation of capital mobility means that firms 
will move to areas of lower environmental 
standards as they can externalise environmental 
costs and export freely to countries with higher 
environmental standards. 





‘HE Daly: “The perils of free trade”. Scientific American, 1993, 269(5), pp. 24-29. 


> See G M Grossman and A B Krueger. “Environmental impacts of a North American free trade agreement’. In P Garber (ed.): The 
US-Mexico Free Trade Agreement, MIT Press, Cambridge, Mass., 1993; T M Selden and D Song: “Environmental quality and 
development: is there a Kuznets curve for air pollution emissions?” Journal of Environmental Economics and Management, 1994, 
27, pp. 147-162. : 

* See the chapter on agriculture in D W Pearce and others, Blueprint 3: Measuring Sustainable Development, Earthscan, London, 1993. 
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Trade liberalisation 


effect Free trade helps the environment Free trade harms the environment 

Impacts on Growth will lead to demands for higher Importing goods without restrictions from 

environmental environmental quality and harmonising of countries with low standards produces incentives 

standard setting environmental standards upwards. to lower standards towards a lower common 
denominator. 

Source: 


N Adger, (1994) GATT Agreement: friend or foe of the environment? Town and Country Planning 63 pp. 280-282. 


Against freer trade 


The case against trade liberalisation argues that increasing the scale of economic activity given prevailing 
perverse incentives on resource use must lead to greater environmental destruction. Both energy and transport 
are heavily subsidised throughout the world. International trade has been estimated to account for one eighth of 
world oil consumption,' thereby adding to global pollution levels. Most economists would agree that transport 
and energy should be priced at their true social costs. However, free trade advocates argue that domestic 
environmental policies on transport and other environmental issues should not be used to justify trade protection. 


Further arguments against the GATT agreements focus on the social and environmental implications of 
intellectual property. The patenting of genetic materials is strengthened through the Trade Related Intellectual 
Property (TRIP) agreements which discriminate particularly against small farmers in developing countries if 
royalties on “desirable” seed varieties become enforceable by plant breeders. 


Undoubtedly trade liberalisation will have some social and environmental benefits in world agriculture. The 
benefits of trade liberalisation under the GATT accrue to agricultural producers in developing countries,’ while 
lowering levels of direct support for production in developed countries. The existing system of trade has 
encouraged the observed globalisation of the world food system in the last half of this century, through both the 
distortion of relative prices of food and non-food commodities, and through technological change. This has had 
detrimental social and environmental impacts on developing country agriculture in terms of food security, labour 
allocation to non-food production, high levels of pesticide and other chemical use for example.’ The 
liberalisation of trade conceivably will accelerate such process through increased mobility of capital in such 
sectors. 


Support to agriculture in Europe and elsewhere need not necessarily by trade distorting or be harmful to the 
environment. Several mechanisms of income support for the maintenance of landscape or natural habitats, such 
as the Environmentally Sensitive Areas have been de-coupling production from income support in the last 
decade. This support does not distort trade. 


ISSUE # 2: THE ROLE OF INTERNATIONAL ORGANISATIONS IN INTEGRATING TRADE AND ENVIRONMENT 


The GATT/WTO principles of free trade are enacted through restricting trade regulations to be the same as 
to the most favoured nation, and allowing interference with the free market outcome only when this does not 
interfere with trade. Exceptions to this are in agricultural support (before the Uruguay Round), exempted due to 
the necessity of support to boost agricultural production in the post war era when the GATT was originally 
constituted. Other permissible exceptions are for reasons of severe balance of payments, national security and 
for environmental issues in certain circumstances. The relevant Article of the GATT accord on environmental 
exceptions is Article XX, and it is to this Article that disputes most frequently appeal. Article XX exceptions 
are for measures which: 


are “necessary to protect human, animal or plant life” (Article XX(b)) 


or “relating to the conservation of exhaustible natural resources if such measures are made effective in 
conjunction with restrictions on domestic production or consumption (Article XX(g)). 


These clauses have formed the bases of GATT environment disputes outlined in Table 2. The location of the 
environmental effect, whether in the country of manufacture of the good or in the importing country, is an 
important ambiguity in these clauses. In general the principles applied by GATT are to determine whether 
environmental objectives are the primary motivation of the imposed tariff or restriction; whether the restriction 
is trade distorting by not being applied equally to domestically produced products; and whether the alleged 





: Quoted in T Lang and C Hines: The New Protectionism, Earthscan, London, 1993. 

It should be noted that the poorest developing countries who rely on present subsidised cheap food imports would be worse off if 
world commodity prices rose. See $/ Page: “The impact of changes in trade policy on developing country agriculture”. Journal of 
Agricultural Economics, 1994, 45, pp. 171-176. 


* The Latin America experience is discussed in D Goodman and M Redclift, Refashioning Nature: Food Ecology and Culture, 
Routledge, London, 1991. 
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environmental impact is judged to be significant. In some of the cases therefore the trade restrictions were judged 
to be illegal under the GATT or European common market agreements. The issue of proving the significance 
of environmental damage is regarded by advocates of free trade, such as Bhagwati,’ as important to stop 
“environmentalists exporting their ethical preferences”. The precautionary approach to scientific appraisal of 
uncertain environmental impacts has yet to make an impact on the WTO tribunal procedures. 


Trade policies for environmental protection such as those highlighted in the disputes shown in Table 2, are 
often seen as one of the only means for countries to have an impact on the production processes of other 
economics in the absence of international co-operation. Indeed many assessments forecast these types of 
intervention to increase in frequency in the future with recent international agreements on transboundary 
environmental issues.’ Free trade advocates point to the distortionary effects of such policies: if hypothetically 
the UK bans the import of fish caught by unacceptable methods, then consumers will substitute fish caught by 
other countries at higher resource cost and possibly with higher transport impacts. Trade policy is therefore 
inferior to appropriate international co-operation, and vested interest and powerful lobby groups will undoubtedly 
utilise these means to further domestic protection. This latter factor is evident in some of the previous GATT 
rulings on the disputes highlighted in Table 2. Some have argued’ that the global environmental issues at stake 
may be central to human welfare; if trade policies such as bans or tariffs are the only feasible political instrument 
to influence countries not complying or not entering into international co-operation, then so be it. It is important 
to stress, however, that international agreements are superior in such contexts: trade restrictions should be seen 
as a last resort. 


TABLE 2 


Trade policies for environmental objectives: GATT article XX and EC environmental rulings 


Cause of Incidence of 
environmental environmental 
Case Reason for objection Ruling effect effect 
GATT Article XX 
Canada to US US ban imports under Article Ban on import disallowed- Exporter’s Exporter’s and 
Tuna Exports XX(g) because of exhaustible discriminatory in terms of US production common 
tuna stocks. domestic fisheries policy. renewable 
stocks of tuna 
US Superfund US taxes imported chemical US allowed to tax imported Importer’s Domestic 
Case products with the Superfund levy, chemicals at same rate as consumption localised 
a tax which was for specific domestic rate. Polluter Pays and production environmental 
domestic environmental purpose _ Principle or spending of tax impacts 


of hazardous waste clean up. EC _ revenue not part of GATT remit. 
complaint—pollution from 

chemical production already dealt 

with in EC through Polluter Pays 


Principle, therefore chemicals 


taxed twice. 
Canada herring Canadian ban on export of Ban on export disallowed as Exporter’s Exporter’s and 
and salmon unprocessed salmon and herring _ primary purpose was protection production common stocks 
exports catches to prevent over-fishing. by quantitative restriction. of fish 
US complaint that reason was to Environmental reasons were 
protect processing industry. superfluous. 
Mexico to US US ban on import of tuna from Ban on import disallowed because Exporter’s Global 
tuna exports Eastern Pacific caught in nets restriction was on process of production biodiversity 
which trap large numbers of manufacture, Article XX does not process 


dolphins, appealing to Article XX. 


Mexico complaint- measure is 
country specific and Article XX 
cannot apply outside domestic 
jurisdiction. 


apply outside jurisdiction and 
environmental reasons must be 
primary in appeal to Article XX 
which was rejected in this case. 





' J Bhagwati: “The case for free trade”. Scientific American, 1993, 269(5), pp. 18-23. 
> P Bkins, C Folke and R Costanza: ‘Trade, environment and development: the issues in perspective”. Ecological Economics, 1994, 
9, pp. 1-12; J Whalley: “The interface between environmental and trade policies”. Economic Journal, 1991, 101, pp, 180-189. 

* P Ekins, C Folke and R Costanza: “Trade, environment and development: the issues in perspective”. Ecological Economics, 1994, 


9, pp. 1-12. 
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Cause of Incidence of 
environmental environmental 
Case Reason for objection Ruling effect effect 
Thailand imports Quantitative restriction and higher Tax and restriction disallowed Domestic Domestic 
of cigarettes tax rate on imported cigarettes because cigarettes and tobacco consumption health 
justified as protecting agriculture growing are different products 
(an exception allowed under and health policy could be 
GATT) and for benefits to public undertaken in other ways without 
health. Objection by US trade distortion, although human 
health was a legitimate exception 
to GATT in principle. 
EC 
Denmark Ban on imports into Denmark of | European Court of Justice ruled —_‘ Importer’s Domestic 
imports of products in non-returnable bottles _ that the trade barriers arising from consumption localised waste 
non-recyclable —_ and regulations on size and shape. Denmark’s action were not problem 
bottles Commission brought a case disproportionate to their 


against Denmark before the 
European Court for erecting a 


environmental objective. However 
the Court insisted that Denmark 


barrier to trade (i.e., that it was 
disguised discrimination against 
non-domestic manufacturers). 


should remove the restrictions on 
the specific size and design of 
bottles. 


Sources: N Adger, GATT Agreement: friend or foe of the environment? Town and Country Planning, 1994, 63, pp. 
280-282; S Ball and S Bell: Environmental Law. Blackstone Press, London, 1991: S Charnovitz: “Exploring the 
environmental exceptions in GATT Article XX”. Journal of World Trade, 1991, 25, pp. 37-55; D W Pearce: “Can GATT 
survive the environmental challenge”. In H O Bergeson and G Parmann (Eds.): Green Globe Yearbook 1993. Oxford 
University Press, Oxford, 1993. 


ISSUE # 3: CIRCUMSTANCES WHERE TRADE RESTRICTIONS MAY BE APPROPRIATE FOR ACHIEVING ENVIRONMENTAL GOALS 


Our comments on Issue #2 indicate that trade restrictions should be seen as a last resort in combating 
environmental degradation. A great many environmental problems arise because of distortions of free trade (e.g., 
subsidies) and because of the failure to price resources and goods properly (to reflect the full social cost of 
production). Care has to be taken not to disguise effective distortions as environmental regulation. International 
agreement is to be preferred in all cases, but we see no particular reason to exclude trade restrictions as a 
mechanism for ensuring compliance with the agreement. The difference between this use of trade restrictions 
and those that have been disapproved of under the GATT rules is that the restrictions would, presumably, be 
implemented by all (or most) countries signatory to the agreement: i.e., the restriction is by a collection of 
countries rather than one country. 


ISSUE # 4: THE EFFECTIVENESS OF INTERNATIONAL TRADE AND ENVIRONMENTAL AGREEMENTS AND THEIR COMPATIBILITY 
WITH WTO RULES 


Given the problems associated with unilateral action, one of the main ways that trade and environmental 
objectives can be brought in to closer harmony is through the negotiation of multilateral agreements. About 170 
multilateral environmental agreements have been adopted to date, of which about 20 incorporate trade measures. 
The best known examples are the Basel Convention on hazardous wastes, the Conference on International Trade 
on Endangered Species (CITES) and the Montreal Protocol on substances that deplete the ozone layer. Much 
greater research is required to understand the genesis of such agreements and whether they have been successful 
in meeting their objectives. Such research could fruitfully be used to inform the development of future 
agreements; The Framework Convention on Climate Change and Convention on Biodiversity, for example, are 
still in the process of being developed and it is still not clear whether and how they will deal with the issue 
of trade. 


Unfortunately the GATT makes no reference to international environmental agreements, although the WTO 
Committee on Trade and the Environment is currently discussing ways in which they might be reconciled. In 
contrast, the North American Free Trade Agreement (NAFTA) states that where conflicts arise between its 
provisions and those of international environmental agreements, the latter will prevail. Whether this arrangement 
is actually compatible with the terms of the GATT is also unclear and a matter for legal interpretation. 


ISSUE #5: Tue IMPACT OF INTERNATIONAL ENVIRONMENTAL AGREEMENTS ON THE ABILITY OF THIRD WORLD COUNTRIES 
TO DEVELOP IN AN ENVIRONMENTALLY SUSTAINABLE MANNER 


The implementation of international environmental agreements may constrain the potential to constrain the 
ability of developing countries to develop in an environmentally sustainable manner. For example, the CITES 
places restriction on trade in particular products, prompting claims by exporting countries that this restricts their 
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soverign right to exploit their own resources. Elephant ivory is an example of a “listed” (i.e., prohibited) 
commodity. Some countries such as Kenya have supported such restrictions, believing that they promote 
conservation which attracts revenues from visiting tourists. But the same restrictions are perceived as constraints 
by other countries (e.g., several southern African states), which rely on maximising the returns from forms of 
direct use beyond eco-tourism by developing participatory schemes with local people (i.e., trophy hunting and 
cropping of ivory and horn). However, there is some evidence that schemes that depend solely upon eco-tourism 
are limited in fostering sustainable ownership and stewardship of wildlife. 


Trade bans effectively lower the revenues that such communities can earn. Moreover, there is some evidence 
that the price to cost ratio of products such as ivory and rhino horn—which should ideally be narrowed by an 
effective ban—has not been narrowed sufficiently to eradicate illegal trade in several parts of the world. 
Furthermore the absence of any official trade statistics makes monitoring of elicit trade difficult and is a 
significant constraint on international action. 


In conclusion, it is clear from the experience of rhino horn and ivory trade bans that significant external 
factors constrain international action. These include the local capability to enforce and monitor a ban and a 
incomplete understanding of the operation of relevant markets (e.g., the role of entrep6t states such as Taiwan 
and Korea); the prevailing levels of stockpiles of different countries; the prevalence and role of traditional uses 
of illegal products; and relevant demand and supply response information. 


The interventions restricting world trade through domestic support of industries or sectors which affects the 
ability of third countries to export their produce, is however, more significant in global terms, as a restriction 
on diversified industrial development in many Third World countries. The distortionary impacts of the Common 
Agricultural Policy (CAP) on world food production and prices has been well-documented.' Export subsidies, 
credits and officially managed buying-in prices affect agricultural and land use patterns in the developing world. 
Advances in trade liberalisation through domestic reform and of the CAP and through GATT agreement has 
reduced the extent of many such distortions by removing forms of support pricing, although others remain 
thinly disguised as environmental transfers (e.g., set-aside programmes entailing few pro-active environmental 
obligations). In the 1980s the CAP exempted cattle feed substitutes from import taxes. Along with domestic 
taxes on rice to promote crop diversification, this led Thailand to switch into cassava production for the European 
market. The cassava was grown on previously forested hillsides unsuitable for rice, resulting in soil erosion and 
landslides that threatened human life and undermined local development. Local food production and sustainable 
development was threatened by the beef support system under the CAP (too many livestock) and by the import 
tax exemption. 


In conclusion, the ability of Third World countries to develop environmentally sustainable economies is often 
constrained by existing trade practice. There is considerable space for “win-win” reform: it is precisely the 
environmental cause which provides the most compelling case for reform worldwide. 


APPENDIX 3 
Memorandum by the Forestry Commission (WTE 63) 
FORESTRY COMMISSION AND THE FOREST STEWARDSHIP COUNCIL 


Thank you for your letter of 28 March inquiring about the Forestry Commission’s views on the Forest 
Stewardship Council (FSC). 


THE FORESTRY COMMISSION 


The Forestry Commission is the Government Department responsible for forestry in Great Britain with a 
statutory duty to promote the interest of forestry. The Commission aims to secure effective implementation of 
forestry policies and initiatives. 


FORESTRY POLICY 


The Government’s Forestry policy is set out fully in Sustainable Forestry: the UK Programme which was 
launched by the Prime Minister in January 1994. The document makes it clear that UK forestry policy is based 
on fundamental tenet that forest resources and forest lands should be sustainably managed to meet the social, 





' T Josling. The reformed CAP and the industrial world, European Review of Agricultural Economics, 1994, 21, pp. 513-527; 
Greenpeace, Green Fields Grey Future, Greenpeace International, Amsterdam, 1992. 
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economic, ecological, cultural and spiritual human needs of present and future generations. These twin concepts 
of multiple purpose management and sustainability in forestry are central to British forestry policy. 


CERTIFICATION 


Properly designed and implemented timber certification and labelling schemes could play an important role 
in encouraging sustainable forestry. A number of schemes are under development around the world. These 
include the Canadian Standards Association Sustainable Forest Management Standard and proposals for an 
International Standards Organisation standard. The potential of certification as a policy instrument is currently 
being addressed by the United Nations Intergovernmental Panel of Forests which will report to the UN 
Commission on Sustainable Development in 1997. The inter-governmental initiatives on criteria and indicators 
for sustainable forestry, which include the Pan-European (Helsinki) and Montreal processes have potentially 
important links to certification schemes. The emergence of the FSC is one aspect of this wider debate about 
certification. 


Given the high standards that apply to the management of forests in the UK, the British forestry sector is well 
placed to take advantage of certification schemes. The FSC scheme is attracting support from the 1995 Plus 
Group of companies, which includes a significant part of the UK retail market, because it offers an environmental 
label underpinned by a system of chain of custody audits and forest certification that, in principle, can be applied 
to a forest in any country. The Forestry Commission has a number of concerns about the FSC scheme as 
currently. proposed which we have been discussing with the FSC. 


Tue FSC scHEME 


The FSC has recently published a discussion paper as a first step towards preparing certification standards for 
UK forests. The discussion paper proposes a large number of requirements additional to existing regulations and 
standards. In our view the standards that apply to British forestry are already very high. The Forestry 
Commission has published environmental guidelines setting out best practice with regard to the protection of 
water supplies and water quality and wildlife and landscape conservation. We will publish guidelines on the 
conservation of forest soils and on the design of forest roads later this year. In the 1995 Sustainable Development 
White Paper' the Government committed itself to building to these guidelines and preparing Forest Practice 
Standards that will be used as a basis for monitoring standards of management in British forests. The Forestry 
Commission will be issuing a draft of the standards shortly for public consultation. 


Given the policy of 1995-Plus Group companies of stocking wood products certified by the FSC and given 
the Group’s market share, the FSC’s standards for UK forests will be crucial in determining market access for 
UK woodland owners. If the standards are unnecessarily burdensome, they will discourage investment in 
woodland management and new planting. In our response to the FSC discussion paper we have suggested that 
the FSC adopt the principle that if their Principles and Criteria are addressed by existing regulations and 
standards, and systems are in place to ensure a high level of compliance, the FSC will not impose additional 
requirements. 


Woodland management in the UK will also suffer if the UK standards are more burdensome than forest 
certification standards developed for other countries. It is not clear whether the FSC will be able to establish a 
level playing field. Inter-governmental processes such as the Pan-European process could play an important part 
in developing an international framework of forest certification standards that would help ensure equality of 
access to markets. 


The Forestry Commission is also concerned about the possible cost of the FSC’s certification scheme. 
Woodland management operates on small margins. Any additional costs associated with verification that 
management is meeting the standard will tend to discourage investment in woodland management. In our view, 
verification needs to be as simple and inexpensive as is consistent with the need to establish that the standards 
are being achieved. The Forestry Commissioners use their powers under the Forestry Acts to require tree felling 
and regeneration of woodlands to be carried out in accordance with the environmental guidelines that are the 
basis for the Forest Practice Standards currently in preparation. In our response to the FSC discussion paper we 
have suggested that the FSC explore a number of ideas for keeping the costs of verification to level that would 
not raise barriers to woodland management, including using the Forestry Authority’s felling certificate as a basis 
for FSC certification. 


CONCLUSION 


The Forestry Commission ig/interested in certification as a means of encouraging sustainable forestry and is 
therefore closely involved in the discussions on certification and labelling of forest products that are taking place 
PeaNL Ta NEE Re Ne ie SM UR ee 


' This Common Inheritance: 1995 UK Annual Report. Cm 2822. HMSO. 
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in the UK and internationally. We are keen to find a way forward that will complement the Government’s 
programme for sustainable forestry in the UK. 


I would be pleased to answer any questions the Committee may wish to ask. 


29 April 1996 


APPENDIX 4 


Memorandum by Colin Hines, Co-Director of the International Forum on Globalisation 
—Europe (WTE 58) 


WORLD TRADE AND THE ENVIRONMENT 


The Committees terms of reference are merely to look at the interrelationships and conflicts between the 
liberalisation of trade and the protection of the national and global environment. This is rather an artificial 
separating out of environmental protection from the economic and social problems that they are embedded in, 
and which are uppermost in the minds of the public and politicians. 


Trade rules need to be fundamentally altered to meet the basic needs of people, and in that process ensure 
that the environment is adequately looked after. To achieve this will require a set of policies, including new 
trade rules, which Professor Tim Lang of the University of the South Bank and myself have termed the “New 
Protectionism”’. 


WHY THE “NEW PROTECTIONISM”’ IS NEEDED. 
The Problem 


Much has been written about the adverse effects of the dominant paradigm of free trade and the process of 
globalisation, whereby trade barriers are reduced and business and capital can move wherever their profits are 
greatest. In the OECD countries it has resulted in “growth”, but at the cost of increased inequality, rising job 
insecurity and the hollowing out of countless local economies and communities. In Eastern Europe the sudden 
introduction of the market has resulted in the rise of the mafia marketeer at the expense of the living conditions 
of the vast majority. In developing countries with the exception of a few Asian nations, the free market policies 
have resulted in crippling debt and a further distortion of economies to the provision of cheap exports and away 
from basic needs. 


A reaction to aspects of these effects is setting in everywhere. In Europe the reduction in public expenditure 
and services necessary to meet the criteria for a Single Currency is meeting growing resistance. In the US Pat 
Buchanan and Ross Perot have been lightening rods for public anxiety about the job losses inherent in free trade 
agreements. In Eastern Europe the declining living standards have resulted in a revival of communism’s fortunes 
often allied to extreme nationalism. In the Third World grass roots opposition to export orientated domestic 
policy, foreign investment and trade agreements is growing. 


While there is widespread agreement and organisation against what people don’t like, there is little discussion, 
suggestions and policy proposals to reverse the above adverse trends. Colin Hines and Tim Lang’s work on 
developing the “New Protectionism”’ is an attempt to try and fill this gap. 


What is the “New Protectionism” ? 


It is an alternative to the freer market policies that dominate economic and political thought today. Its essence 
is to allow nations and communities to retake control over their local economies and to make them as diverse 
as possible. It uses policies which ensure that over a period of time there is a transition from the present situation 
where all economies are trying to compete with everyone else, to one where whatever goods and services can 
be provided locally are done so. 


Import and export controls are gradually introduced while business is grounded by “site here to sell here” 
policies, capital by “invest here to prosper here” rules, market share is limited to ensure the positive aspects of 
local competition and the transition is paid for by the phased introduction of energy, pollution and resource 
taxes. Aid and trade rules are changed to foster the “New Protectionism” worldwide. 


Such a dramatic change in economic direction is likely to begin in the OECD countries as a response of the 
failure of present policies to deal with the social, political and economic effects of rising real unemployment, 
job insecurity and the inevitable fall in demand. 


The environment will be better protected under this system than under any attempt to put minor environmental 
constraints on a process of liberalisation of trade. The paramount necessity to be internationally competitive 
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implicit in this system, inevitably sacrifices adequate local environmental protection measures, since they are 
deemed to make a nation uncompetitive. The ability of industry to use this argument to block proposals for 
relatively anodyne increase in energy taxes in the European Union, the United States and Japan is testament to 
this process. 





APPENDIX 5 


Memorandum by Nick Johnstone, Environmental Economics Programme, International Institute for 
Environment and Development (WTE 15) 


WORLD TRADE AND THE ENVIRONMENT 


SUMMARY 


This submission is composed of three parts: a full report which addresses in considerable detail the principal 
issues set out in the terms of reference for the inquiry, a briefing paper which summarises the main report, 
and the following executive summary which reviews the principal findings. The findings can be summarised 
as follows: 


_ The case that trade liberalisation has positive effects on the environment is strong. However, this 
general proposition must be qualified in important respects. Some of the qualifications arise from 
methodological issues associated with the principal studies cited in support of this view, while other 
qualifications are more fundamental in nature. Most significantly, the qualifications are of particular 
relevance to poorer countries. 


— International organisations have been wary of explicitly tying together trade liberalisation and 
environmental protection, asserting that since they are mutually reinforcing there is little constructive 
role that can be played in encouraging their integration institutionally. However, recent developments 
indicate that this may be changing, with a more active role being adopted. 


—  Environmentally-motivated trade interventions are only politically and economically legitimate in 
restricted circumstances. However, further assertions that they are not administratively practicable 
are not true, with analogous issues incorporated in other trade agreements. 


— Poorer countries should be treated preferentially in international environmental agreements which 
address common property and transborder effects, both in order to encourage accession and for 
distributional reasons. Moreover, such transfers may also be efficient for donor countries in certain 
circumstances. Other international agreements which restrict trade directly in order to obviate 
domestic environmental problems are also necessary in circumstances where there are well-founded 
fears of environmental damages arising from particularly hazardous activities. 


Economics has a great deal to say about the relationship between trade and the environment. However, the 
effects of the international economy on the global environment are more complex than textbook analysis would 
imply or that some international organisations have recognised. As such, policy prescriptions related to the nexus 
between trade and the environment are dependent upon the context concerned, both in terms of the environmental 
issue to be addressed and the trade relationships involved. Issues such as the need for environmental safeguards 
following liberalisation, the degree of integration of trade and environment issues in institutional arrangements, 
the legitimacy of environmentally-motivated trade interventions and the treatment of poorer countries in 
international environmental agreements can not be evaluated in the abstract, but must be examined in terms of 
the cases involved. 


SUBMISSION 


This submission is composed of three parts: a full report which addresses in considerable detail the principal 
issues set out in the terms of reference for the inquiry, the following briefing paper which summarises the main 
report, and an executive summary which reviews the principal findings. The first section of this briefing paper 
addresses the relationship between trade liberalisation and environmental change. The second section examines 
the role of international organisations in the integration of trade liberalisation and environmental protection. The 
third section analyses the relative legitimacy of environmentally-motivated trade interventions. And the final 
section examines the relationship between international trade, environmental agreements and developing 
countries. 


LIBERALISATION OF TRADE AND PROTECTION OF THE ENVIRONMENT 


Economists usually argue that trade liberalisation will reduce environmental impacts. The reasons are 
two-fold: 


—' by improving the efficiency of resource use it will result in the use of fewer inputs (including 
environmental resources) for the same level of output of goods and services; and 
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— by generating growth it will help to increase demand for environmental quality and relieve 
environmental pressures associated with poverty. 


Although the arguments are theoretically powerful and are largely supported by the empirical evidence there 
are some qualifications which must be recognised: 


— the argument in support of the positive effects of liberalisation is undermined in the presence of 
other distortions, such as non-internalised environmental externalities; 


— the pervasiveness of irreversible environmental damages may mean that the processes which generate 
demand for environmental quality also undermine its potential future provision; and, 


— trade liberalisation, through its effects on economic specialisation, may reduce natural diversity and 
increase ecological instability by bringing about homogenisation of the natural resource base. 


Other qualifications are strictly methodological, related to the way in which the principal empirical studies 
used to support the orthodox economic view were conducted. Three issues are of particular importance: 


— _ the empirical evidence related to the effect of economic development on environmental quality may 
be misleading due to the more frequent use of data across different countries at the same point in 
time rather than data from individual countries across time, masking the true relationship between 
trade and the environment; 


— the process whereby non-market goods are replaced by market goods which usually accompanies 
liberalisation in developing countries may bias the empirical results, perhaps overstating growth and 
in some cases understating environmental degradation; and 


— the practical significance of the results of the studies is limited since the methodology used says 
nothing about the causes of environmental change, but is instead concerned with accompanying 
factors, with the principal causal factors not modelled explicitly. 


It should, however, be emphasised that these qualifications do not represent a rejection of the orthodox case 
for the positive environmental effects of trade liberalisation and thus the absence of a requirement for special 
environmental safeguards accompanying liberalisation. Rather they serve to point out the complexity of the 
issues involved and the importance of understanding actual economic and environmental conditions in particular 
trading relations. More significantly, such qualifications are likely to be of particular significance for poorer 
countries and North-South trading relations. 


INTERNATIONAL ORGANISATIONS AND THE INTEGRATION OF TRADE AND THE ENVIRONMENT 


The principal organisations concerned with trade liberalisation and environmental protection (the Organisation 
for Economic Cooperation and Development (OECD), the Werld Bank, the General Agreement on Tariffs and 
Trade/World Trade Organisation (GATT/WTO)) have held the view that the two are mutually reinforcing 
through their common interest in improving the efficiency of the allocation of resources, and as such there is 
little constructive role that they can play. However, more recent developments in the Uruguay Round of the 
GATT/WTO with respect to the Agreement on Technical Barriers to Trade, the Agreement on Subsidies and 
Countervailing Measures, and the Agreement on Trade-Related Intellectual Property Rights have introduced a 
variety of exceptions wherein the two processes are likely to be integrated in future in panel decisions. Moreover, 
the terms of reference set out in the establishment of the Committee on Trade and the Environment of the WTO 
may represent a further departure from their historical positién. In particular three issues are addressed which 
may be of some practical significance: 


— potential conflict between GATT/WTO rules and trade provisions of international environmental 
agreements (i.e., Montreal Protocol, Basel Convention, etc., . . .); 


— product requirements which may impact domestic and foreign production differentially even when 
applied equally; and ; 


— institutional issues such as dispute resolution. 
The combined effect of changes within specific GATT/WTO agreements and the creation of the Committee 


on Trade and the Environment is not yet clear, but it is quite likely that the relationship between trade and the 
environment will be more closely integrated in future rulings. 


THE LEGITIMACY OF ENVIRONMENTALLY-MOTIVATED TRADE INTERVENTIONS 


The legitimacy of environmentally-motivated trade interventions can be broken down into two components: 
political legitimacy and economic legitimacy. Political legitimacy is related to issues of sovereignty and 
economic legitimacy is related to issues of efficiency. 


The GATT/WTO has been primarily concerned with the former, asserting in those panel decisions which are 
relevant for environmental issues that interventions which are based on production processes rather than product 
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characteristics are not politically legitimate. Economists have been primarily concerned with the latter, claiming 
that environmentally-motivated trade interventions are only economically legitimate in restricted circumstances 
such as cases of transfrontier pollution or transborder resource use when direct measures are not practicable or 
when they are included as the primary component of an agreement. 


However, much of the debate has revolved around the issue of administrative practicability; with many 
observers claiming that even if environmentally-motivated trade interventions are justified it may not be feasible 
to resolve such issues objectively due to the complexity of analysing production processes. It is clear, however 
that this problem is not insuperable, with the cases of domestic content regulations in the North American Free 
Trade Agreement and European Union food laws being examples. Moreover, even the GATT/WTO has 
implicitly acknowledged the potential for process-based panel decisions, both in the Agreement on Technical 
Barriers to Trade and in the terms of reference for the Committee on Trade and the Environment. 


INTERNATIONAL TRADE, ENVIRONMENTAL AGREEMENTS AND THE THIRD WORLD 


There are two particular forms of international environmental agreement which affect developing countries. 
The first type of agreement: 


— involves the use of preferential allowances for less developed countries in order to obviate some of 
the costs of compliance (i.e., the Montreal Protocol and the Climate Change Convention) associated 
with transfrontier pollution and/or resource exploitation. 


Transfers to developing countries (implicit or explicit) in this type of agreement have usually been justified 
on the basis of the need to secure accession to the agreement and/or on the basis of international equity. 
However, in some cases significant financial transfers may even be economically efficient, increasing domestic 
welfare. This would arise if preferences for the environmental good rise more than proportionately with income 
and if the damages affect a number of countries. The second type of agreement: 


— involves the recognition of the potential for distortionary trade flows due to the presence of 
excessively lenient regulations (i.e., the hazardous waste trade components of the Lomé IV 
Convention) related to particularly hazardous activities. 


These agreements represent an explicit recognition that some countries may not have sufficient safeguards in 
place to undertake specific economic activities which have potentially catastrophic environmental consequences. 


Conclusion 


It is clear that economic analysis has a great deal to say about the relationship between trade and the 
environment. However, the effects of the international economy on the global environment are significantly 
more complex than textbook analysis would imply or that some international organisations have been prepared 
to admit. As such, policy prescriptions related to the nexus between trade and the environment are dependent 
upon the specific context concerned, both in terms of the environmental issue to be addressed and in terms of 
the trading relationships involved. 


Thus, issues such as the need for environmental safeguards in processes of trade liberalisation, the degree of 
integration of trade and environment issues in institutional arrangements, the legitimacy of 
environmentally-motivated trade interventions and the treatment of poorer countries in international agreements 
can not be evaluated in the abstract, but must be examined in terms of the specific cases involved. 


This submission is composed of three parts: the following full report which addresses in considerable detail 
the principal issues set out in the terms of reference for the inquiry, a briefing paper which summarises the main 
report, and an executive summary which reviews the principal findings. 


I. INTRODUCTION 


This report is composed of six parts, structured on the basis of the terms of reference for the inquiry. Following 
this brief introduction which reviews the principal findings of the report the second part examines the theoretical 
and empirical evidence of the relationship between trade liberalisation and environmental protection. This third 
part examines the role of international organisations in the institutional integration of trade and the environment. 
The fourth section evaluates the “legitimacy” of environmentally-motivated trade interventions. And finally the 
fifth section discusses the relationship between international trade, environmental agreements and developing 
countries. There is also a brief concluding section which brings together the principal findings, which can be 
summarised as follows: 


— The case that trade liberalisation has positive effects on the environment is strong. However, this 
general propositjon must be qualified in important respects. Some of the qualifications arise from 
methodological issues associated with the principal studies cited in support of this view, while other 
qualifications are more fundamental in nature. Most significantly, the qualifications are of particular 
relevance to poorer countries and North-South trade, and thus to this inquiry. 
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— International organisations have been wary of explicitly tying together trade liberalisation and 
environmental protection, asserting that since they are mutually reinforcing there is little constructive 
role that can be played in encouraging their integration. However, recent developments indicate that 
this may be changing, with a more active role being adopted. 


— Environmentally-motivated trade interventions are only politically and economically legitimate in 
restricted circumstances. However, further assertions that they are not administratively practicable 
are not true, with analogous issues incorporated in other trade agreements. 


— Poorer countries should be treated preferentially in international environmental agreements which 
address common property and transborder effects (i.e. the Montreal Protocol) in order to encourage 
accession and for distributional reasons. Moreover, such transfers may also be efficient for donor 
countries in certain circumstances. Other international agreements which restrict trade directly in 
order to obviate domestic environmental problems (i.e., the Basel Convention) are also necessary in 
circumstances where there are well-founded fears of environmental damages arising from particularly 
hazardous activities. 


II. LIBERALISATION OF TRADE AND PROTECTION OF THE ENVIRONMENT 


In this section the economic case (theoretical and empirical) for the benign effects of trade liberalisation on 
the environment is reviewed. In addition some important issues (statistical and fundamental) are addressed which 
qualify the apparently “universal” applicability of the orthodox economic argument, particularly as it relates to 
North-South trade. (See Johnstone 1995 for a fuller discussion). 


The Economic Case for the Benign Effects of Trade Liberalisation on the Protection of the Environment 


Economic analysis makes a powerful case for the benign effects of the liberalisation of international trade on 
the environment. According to trade theory a country will tend to specialise in the export of goods involving 
production processes which are relatively more intensive in the use of factors of production (i.e., labour, capital, 
material inputs, etc.,. . . ) in which it possesses a relative abundance. The theory of environmentally-determined 
comparative advantage is merely an extension of this theory in the sense that the environment is introduced as 
a factor of production, analogous to the standard factors of production. Thus, a country with a relative abundance 
of natural capital (natural resources to be used as inputs directly in production and assimilative capacity to 
process waste arising from production) will specialise in the production of goods which are intensive in the use 
of natural capital. Abundance depends, however, on both “natural” factors such as the availability of natural 
resources, the composition of the soil, and the speed and direction of prevailing winds and currents, as well as 
“anthropogenic” factors which determine the demand for such resources as clean rivers, virgin forests, and 
unpolluted air. In such a framework, environmentally-determined trade is, therefore, the expression of national 
supply and demand factors reflected in domestic regulations. 


The same economic logic which indicates that countries will specialise in the production of those goods which 
are intensive in the use of resources in which it possesses a relative abundance also implies that trade 
liberalisation will encourage the efficient exploitation of such resources across trading nations. Since trade in 
goods is merely trade in embodied factors of production a given level of global material welfare can be attained 
with fewer inputs (including environmental inputs) than would be the case if each country attempted to satisfy 
its own consumption patterns purely through domestic production. Consequently, it is argued that the inhibition 
of trade flows arising from trade restrictions, whether explicit (tariff barriers and import quotas) or implicit 
(subsidies and non-tariff barriers), will result in greater levels of resource requirements needed to produce the 
same level of output than would be the case in a free international trading regime.’ (For an excellent theoretical 
discussion see Siebert et al 1980. Recent general discussions can be found in Esty 1994 and Steininger 1994). 


This static argument related to resource allocation is further supported by a belief that trade liberalisation will 
generate dynamic effects which may have further beneficial consequences for the environment. The argument 
rests upon a belief in the existence of positive relationships between international trade and economic growth 
on the one hand and between economic growth and environmental quality on the other hand. The former 
relationship, is beyond the scope of this paper and the terms of reference of the inquiry.* However, the latter 
requires some discussion. In effect it is argued that “environmental wear” (pollution emissions, resource 
exploitation, etc.,. . . ) rises with income levels until a certain point, beyond which it begins to fall, generating 
an inverse-U relationship. (Radetzki 1992). This relationship is usually attributed to a combination of factors: 
reduced pressure on environmental resources arising from poverty, increased preference and demand for 
environmental resources, increased institutional capacity on the part of the state to make such demand effective 
through appropriate regulations, and environmentally-benign progress in the technology of production. 


To some extent, the existence of this relationship has been borne out by empirical studies and three oft-cited 
studies serve as useful examples. In a cross-section study—one in which data from a number of countries at the 





' It should be emphasised that a world economy based on self-sufficient economies may have less environmental impact in aggregate, 
but according to the orthodox economic logic this will arise from relatively greater reductions in output than increases in damages 
per unit of output. 

? For recent evidence see Harrison et al (1995) and Goldin and Mensbrugghe (1993). 
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same point in time is analysed—involving 80 countries Lucas, Wheeler and Hettige (1992) found that there was 
an inverse-U relationship between gross domestic product (GDP) per capita and total toxic emissions relative 
to GDP, with the pollution-intensity of economies increasing until a certain point, beyond which emissions fall. 
Grossman and Krueger (1992) reached similar results in their analysis of concentrations of SO,, dark matter and 
particulates relative to income levels in different countries. It was concluded that SO, and dark matter 
concentrations tend to rise until countries reached a GDP of approximately $5,000 (1985 U.S. dollars), at which 
point they began decreasing. The study also indicated that concentrations rise again once income levels reach 
approximately $14,000. Conversely, concentrations of suspended particles tend to fall until GDP per capita 
reaches $9,000 at which point they stabilise. More recently, Shafik (1994) used panel data—data from a number 
of countries across time—for 149 countries from 1960-90 to look at natural resource exploitation (deforestation 
rates) as well as pollution emissions and concentrations (dissolved oxygen in rivers, ambient particulate matter, 
ambient sulphur dioxide, and carbon emissions) and environment-related infrastructure (waste collection and 
sanitation). His conclusions are rather more ambiguous than those cited above, emphasising the importance of — 
specific environmental priorities and the incidence of environmental effects on the income-environment 
relationship. 


In general, therefore, the economic argument in favour of the benign environmental effects of liberalisation 
is quite powerful. However, it is far from water-tight and some of the most important qualifications which are 
specifically related to North-South issues should be addressed. Some of these qualifications are strictly statistical, 
relating to the reliability and interpretation of the empirical evidence, while others are more fundamental, relating 
to the relationship itself. 


Qualifications of the Economic Argument which Relate Specifically to North-South Issues 


The first points to be discussed are purely methodological, relating to the results and interpretation of the 
studies cited above. On the one hand, the role actually played by trade in many of the influential studies on the 
relationship between growth and environmental quality may well be the converse of that assumed by analysts 
who cite the evidence as indicative of the potentially role played by trade liberalization with respect to the 
environment. Most of the empirical studies conducted have been cross-sectional (involving many countries), 
which may indicate a rather different explanation for the inverted-U curve. Rather than trade generating 
economic growth and then demand for environmental quality, trade may well mask the relationship between 
economic growth and environment-intensive consumption.’ As developed countries tighten their regulations, 
patterns of trade and investment are affected, and developing countries specialize in environment-intensive 
production to a greater extent than had been the case previously. As long as consumption patterns in the 
regulating countries do not change there is a limit to this process, at which point emissions will no longer fall.’ 


The second statistical point is related to the difficulty of interpreting such results due to the process of 
monetization of output which usually accompanies trade liberalization in poorer countries. Whereas traded goods 
are necessarily monetized, this may not be true of the non-traded good production which has been displaced. 
This is particularly important for some developing countries where the non-monetized proportion of the economy 
is often large prior to liberalization. With respect to environmental goods the significance of this is most clearly 
illustrated by the transformation from traditional agriculture to cash crops. Depending on the suitability of the 
crop the very process which overstates actual economic growth through increased monetization of the local 
economy may simultaneously understate environmental degradation since the potentially important ecological 
function played by the displaced crop was never valued explicitly in the market and as such will not be reflected 
in the data applied in the models.” 


The third statistical point is related to the use of so-called “reduced form” equations in the empirical studies. 
The practical significance of the studies is restricted since such equations are singularly inadequate in the 
explanation of casual effects. They do not purport to claim that development causes improved environmental 
quality, but rather that it accompanies it. This is conceptually very different from most econometric studies. In 
this case the factor which is largely responsible for the improvement in environmental quality (institutional 
development) is implicit rather than explicit. Moreover, in some cases rapid and ill-planned trade liberalization 
may actually undermine this institutional development, particularly since it is often accompanied by other 
programmes such as market deregulation and fiscal constraints. Thus, the empirical results may be reflecting 
levels of political development and not strictly economic development. Trade liberalization without the former 
may exacerbate the situation and as such it may be a “red herring” to attribute improvements in environmental 
quality to growth per se. 
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' In a useful decomposition Grossman and Krueger (1992) distinguish between scale, composition, and technological effects. In the 
case where composition effects dgminate, changes in the pollution-intensity of an economy may be primarily a reflection of changing 
trade, patterns. Saint-Paul (1994) explores this possibility in a theoretical paper. 

This would explain the more ambiguous results obtained by Shafik (1994) when he uses the full pooled data set, involving both 
cross-section (across countries) and time-series (across time) data. 4 
* See Norgaard (1987) for a discussion of the relationship between cultivation patterns and ecological stability. 
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Perhaps the most important non-statistical qualification of the orthodox economic argument is related to the 
pervasiveness of irreversibilities in processes of environmental degradation. The economic argument that trade 
generates growth and that growth generates demand for environmental resources is irrelevant if the sectors and 
technologies in which poorer economies specialize following liberalization result in irreversible environmental 
damage. Growth may eventually generate demand for environmental quality once the “hump” of the U-curve 
has been passed, but the resource base upon which the economy depends is no longer able to satisfy this latent 
demand. Given the ubiquitousness of irreversibilities in processes of environmental degradation, the argument 
must either discount the development prospects of poorer countries and/or the preferences of future generations 
in these countries. 


Another potentially adverse environmental consequence of trade is related to the specialization which 
necessarily arises from liberalization. More specifically, the economic specialization implied by trade 
liberalization generates specialization in the use of resources and thus eventually the natural resource base itself. 
As Norgaard (1987) has pointed out specialization of the resource base can have significant environmental 
consequences, both by reducing the diversity of species and by reducing the stability of natural systems. 
Moreover, the specialized ecosystem may not be able to respond dynamically in the face of changing patterns 
of comparative advantage. This is significant for poorer communities in less developed countries since their 
livelihood is often more closely tied to the resource base and since they may be unable to insulate themselves 
from unexpected changes. Thus, the trade-induced specialization, which economists see as being environmentally 
benign for allocational reasons, has the potential to be profoundly malign for the very same reasons. And finally, 
through the market’s role as a transmission mechanism for information it may even reduce diversity globally. 
This would arise if preferences and tastes become more similar globally as a consequence of international 
exchange. 


A final issue is related to the existence of international discrepancies in the stringency of regulations. Many 
environmentalists see these as a manifestation of eco-dumping. Countries, particularly poorer ones, engage in a 
competitive struggle to encourage investment in export-oriented sectors by reducing environmental restrictions 
on production. Conversely, economists cite these as evidence of the rational expression of differences in 
endowments and preferences. Moreover, even if this is not the case most economists are reluctant to see 
protectionism as a suitable means of obviating problems associated with the inefficient pricing of environmental 
resources by domestic governments (see Section III below). However, there is copious evidence in the economics 
literature to support the view that in the presence of one distortion (i.e. non-internalized environmental 
externalities) the removal of another one (i.e. trade barriers) may not result in an improvement in welfare, and 
may even result in welfare deterioration.' 


Conclusion 


Thus, economic theory and empirical evidence makes a strong case for the positive effects of trade 
liberalisation on the environment. However, such a conclusion must be qualified in a number of important 
respects. It should be emphasized that the qualifications discussed above do not represent a rejection of the 
orthodox case for the positive environmental effects of trade liberalisation. Rather they serve to emphasise the 
importance of understanding actual economic and environmental conditions in particular trading relations. More 
significantly, such qualifications are likely to be of particular significance for poorer countries and North-South 
trading relations. 


III. INTERNATIONAL ORGANISATIONS AND THE INTEGRATION OF TRADE AND THE ENVIRONMENT 


The principal international institutions concerned with trade and the environment (the Organisation for 
Economic Cooperation and Development (OECD), the World Bank, the General Agreement on Tariffs and 
Trade/World Trade Organisation (GATT/WTO)) tend to support the orthodox economic view that the goals of 
trade liberalisation and economic protection are mutually reinforcing. In effect it is argued that the removal of 
an existing economic distortion (protectionism) will encourage increased efficiency in the use of production 
inputs, including those associated with the environment (assimilative capacity and resource endowments). Both 
issues are related to the best use of existing resources. (See OECD 1995, WTO 1995 and World Bank 1995). 
Since the GATT/WTO has been the most vociferous advocate of this position and since it is certainly the most 
influential voice in discussions of the relationship between trade and the environment, this section will 
concentrate of the principles, decisions and developments of the GATT/WTO. (For discussions of the 
GATT/WTO and the environment see Esty 1994 and Pearce 1992). 


The Principles of the GATT/WTO 


The basic tenets of the GATT/WTO can be summarised with its two most fundamental principles: 


— The Most-Favoured Nation (MEN) principle (Article I), which asserts that any trade advantage 
conferred by one country on another country must automatically be extended to all other GATT 
signatories. 





' This finding is known as the theory of the second best and was first developed in its fullest form in Lipsey and Lancaster (1956). 
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— The National Treatment (NT) principle (Article III), which asserts that each country must treat 
imported goods in the same way as “like or competing” domestic goods. 


In addition, Article II specifies maximum tariffs for particular goods and obliges states to negotiate their 
decline in successive rounds, Article XI forbids the use of quantitative restrictions on imports, and Article XVI 
specifies the conditions under which subsidies can be applied. 


Exceptions to the basic free trade principles of the GATT/WTO can be applied in specific circumstances. 
Although, the environment was not a pressing issue at the time of the GATT’s inception in 1947, two clauses 
in Article XX have proven to be relevant for environmental concerns: Clause XX(b) allows exceptions for 
measures which are “necessary to protect human, animal or plant life or health; Clause XX(g) allows exceptions 
for measures “relating to the conservation of exhaustible natural resources if such measures are made effective 
in conjunction with restrictions on domestic production or consumption.” 


In order to determine the environmental significance of these rather general principles it is necessary to 
examine the specific decisions of GATT/WTO panels which have had to resolve claims made by member 
countries against other member countries dealing with trade restrictions which possess an environmental 
component. 


The Panel Decisions of the GATT/WTO 


In 1982 the United States placed restrictions on the import of Canadian tuna, claiming that the resource was 
being exploited in an unsustainable manner. Canada took the US to the GATT, arguing that the restriction was 
in fact merely retaliation for the seizure of American fishing vessels. The GATT Panel ruled that the measure 
was legitimate in so far as it was not discriminatory and that it related to the conservation of resources. However, 
the restriction was not valid in that equivalent domestic regulations on exploitation of the resource had not been 
applied in accordance with Clause XX(g). 


In 1987 the European Community, Mexico and Canada took the US to the GATT when tariffs were placed 
on imports of petroleum and chemical feedstocks in order to finance the clean-up of hazardous waste sites under 
the 1982 Superfund Act. The plaintiffs argued that the tax was illegitimate in that while the motivation for the 
tax was environmental, the damages were extra-territorial, and that the tax represented a departure from the 
“Polluter-Pays-Principle” since foreign manufacturers were already paying for pollution controls under domestic 
regulations. The Panel found in favour of the United States, ruling that the motivation for the tax was irrelevant 
in the case, and that border tax adjustments were legitimate since the measure was a simple product tax. 


In 1988 Mexico took the United States to the GATT over American restrictions on the import of tuna, caught 
with the use of puse-seine nets which result in mammal (principally dolphin) catch rates greater than those of 
the American fleet. The Panel found in favour of Mexico, ruling that the United States could not restrict imports 
in order to conserve extra-territorial resources. Moreover, it was reaffirmed that trade restrictions could only be 
applied on the basis of products and not production or process methods. 


More recently in 1994 the European Union took the United States to the GATT over trade restrictions arising 
from the American Corporate Average Fuel Economy (CAFE) regulations for vehicle fuel efficiency. European 
manufacturers which specialise in large cars encourage the EU to argue that import restrictions aimed at the 
level of the fleet rather than the product itself was merely disguised protectionism. This case is unlikely to break 
new ground since it is clear that product-based measures directed at the level of multi-product firms are not 
consistent with GATT principles. 


Recent Developments in the GATT/WTO 


The most recent round of negotiations of the member countries of the GATT/WTO (the “Uruguay Round”) 
has introduced a number of changes which may have significant consequences for the way in which the 
GATT/WTO treats trade and environment issues and thus disputes between member countries. Some of these 
are of particular significance for developing countries. Perhaps most importantly the revised “Agreement on 
Technical Barriers to Trade” allows for trade interventions based on processes and production methods and not 
just product characteristics. As the discussion of previous panel decisions indicates this is potentially significant. 
In addition the “Agreement on Subsidies and Countervailing Measures” allows for the provision of assistance 
to producers who adapt existing facilities to meet environmental regulations up to a level of 20 per cent of total 
compliance costs, except in the case of agriculture where subsidies equal to all of compliance costs are allowed. 
And finally, the “Agreement on Trade-Related Intellectual Property Rights” allows for the exemption from 
patenting of some inventions whose commercial exploitation needs to be protected in order to avoid serious 
environmental damage. All of these are yet to be tested and as such their significance is uncertain. 


Perhaps the most significant institutional development in recent years has been the creation of the Committee 
on Trade and the Environment when the WTO was founded. Its aims are: 


to identify the relationship between trade measures and environmental measures, in order to promote 
sustainable development. . .[and] to make appropriate recommendations on whether any modifications 
of the provisions of the multilateral trading system are required. ’ 
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Amongst a number of other specific issues to be addressed by the Committee those which are of particular 
relevance include: 


— the use of trade measures for environmental purposes; 


— the potential conflict between GATT rules and trade provisions of international environmental 
agreements (i.e., Montreal Protocol, Basel Convention, etc., . . .); 


— product requirements which may impact domestic and foreign production differentially even if 
applied equally; and 


— institutional issues such as dispute resolution. 


Conclusion 


The recent changes to the GATT/WTO in the Uruguay Road and the Committee on Trade and the 
Environment are in their infancy and as such it is difficult to evaluate their practical significance. However, it 
is clear that the GATT/WTO is beginning to recognise that the two issues can not be treated entirely separately. 
A number of more specific points can be made with respect to these issues and these will be discussed below 
in the section on the legitimacy of environmentally-motivated trade interventions. 


IV. THE LEGITIMACY OF ENVIRONMENTALLY-MOTIVATED TRADE INTERVENTIONS 


The “legitimacy” of environmentally-motivated trade interventions can be broken down into two issues: 
political legitimacy and economic legitimacy. The former is related to issues of national sovereignty while the 
latter is related to issues of economic efficiency. 


The Orthodox View of the Legitimacy of Environmentally-Motivated Trade Interventions 


In general the decisions of GATT panels discussed above indicate the trade restrictions based on pollution 
arising from consumption are legitimate, whereas those based on pollution arising from production processes 
are not. The distinction is based upon interpretations of sovereignty and the political legitimacy of violating 
such sovereignty. Thus, it is felt that import restrictions are illegitimate in the event that they rest upon concerns 
about the technological processes employed within foreign countries or upon concerns about the use to which 
foreign resources are put. The relevant clauses did, however, require clarification, particularly since recent 
discussions concerning in the Uruguay Round concerned with revisions to the 1979 Agreement on Technical 
Barriers to Trade (the Standards Code) indicated that there was some confusion amongst member countries 
about the relevance of Article XX to production and process methods (Low and Safadi 1992). Presumably these 
will be addressed in the discussions of the WTO Committee on Trade and Environment and future panel 
decisions which invoke the Agreement. 


The economic notion of legitimacy requires an analysis of the relative effectiveness and desirability of trade 
policies (import bans or surcharges) as a means of attaining environmental objectives. It is argued that since 
trade (as a means of exchange and not production) is not a cause of environmental degradation it can only be a 
contributory or facilitating factor and as such restrictions on trade do not address the fundamental cause of 
degradation. In some cases they may even have unexpected and even perverse consequences. In the case of 
Indonesia restrictions on trade in timber may well have increased wood resource inputs and pollution emission 
outputs in downstream sectors such as pulling (Primo Braga 1992 and Wheeler and Martin 1992). 


Given such views, some observers have gone so far as to assert that product labelling and increased 
transparency in the market is all that is required in order to ensure that prices accurately reflect costs, including 
environmental costs. Consumers in the global economy will recognise the real costs of consumption and make 
choices accordingly (Primo Braga 1992). However both the political and economic concerns with the legitimacy 
of environmentally-motivated trade interventions are qualified in the face of the existence of shared resources 
and/or transfrontier pollution or international environmental agreements which necessarily have a trade 
component. (This is discussed in Section V below.) In such cases trade interventions may be the only available 
means of addressing issues of environmental degradation involving transfrontier effects. 


The Practicability of Environmentally-Motivated Trade Interventions 


Irrespective of the relative efficiency or inefficiency of such environmentally-motivated trade interventions, 
many observers have claimed that they are not practicable, relying upon a detailed understanding of production 
processes in order to justify trade interventions. In effect, it is argued that the political and economic legitimacy 


' Although the motivation for the ban was environmental, similar measures have been introduced elsewhere for environmental reasons 
and as such the studies are of direct relevance to this issue. 
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of the case for trade policy interventions is severely qualified by the practical impossibility of justifying measures 
based upon the analysis of production processes. The GATT/WTO has been a strong advocate of this position, 
claiming that dispute panels will not be able to resolve such issues satisfactorily. This, however, is contradicted 
by provisions in existing trade arrangements which require the analysis of production process which are divorced 
from the nature of the product itself. 


Firstly, under the North American Free Trade Agreement (NAFTA) third-party investors in one of the three 
countries in the trade agreement area must satisfy origin of product requirements in order to gain access to the 
markets of the other two countries. Although the deliberations of the NAFTA panel decision on Honda’s 
investment in Canada illustrated just how complicated such issues are, they also illustrated that process issues 
can be addressed explicitly in a trade agreement. European Union food law would represent another case, 
although in this case the distinction between product and process is more blurred. Secondly, it is interesting to 
note that the WTO Committee on Trade and the Environment’s definition of product requirements appears to 
include issues such as recycled content regulations. Although the WTO may have felt that this was not significant 
since it only requires the analysis of product characteristics associated with an input it clearly crosses the 
threshold of product/process distinction since panels will have to examine production processes specifically in 
order to determine recycled material content in a downstream product dispute, if only in a rather limited way. 


Conclusion 


The legitimacy of environmentally-motivated trade interventions for transborder effects has long been 
recognised, although it has not been tested explicitly, with GATT/WTO panel decisions relying upon other 
factors in their rulings. However, the distinction between product and process in the justification for such 
interventions has not been accepted in the past. Recent developments indicate that this may be changing and the 
repercussions will be significant. 


V. INTERNATIONAL TRADE, ENVIRONMENTAL AGREEMENTS AND THE THIRD WORLD 


There are two senses in which international environmental agreements have addressed problems associated 
with international discrepancies in levels of development. One has been through the use of preferential 
allowances for less developed countries in order to obviate some of the cost of compliance and the other has 
been through the recognition of the potential for distortionary trade flows due to the presence of excessively 
lenient regulations in developing countries for particularly hazardous activities. 


Agreements Concerned with Common Property Issues 


The Montreal Protocol on Substances that Deplete the Ozone Layer represents an example of the former type 
of agreement. Developing countries were given a 10-year reprieve relative to OECD countries in order to 
implement the commitment to reduce and eliminate controlled substances. Provisions were also made for the 
provision of financial and technical assistance from OECD governments for affected producers in developing 
countries. However, the practical significance of the latter is probably limited (Enders and Porges 1992), The 
Climate Change Convention arising from the Rio Summit is certainly more significant since developing countries 
are important and increasing emitters of greenhouse gases. The exemption from the OECD commitment to 
stabilize emissions in 2000 to 1990 levels is thus, of considerable value to developing countries. Moreover 
efforts to reduce emissions in developing countries is to be supported financially through the Global 
Environmentally Facility (Vogler 1995). 


These transfers (whether direct through financial/technical help or indirect through delayed and/or reduced 
compliance) are small and many observes have recommended significantly larger transfers. Irrespective of the 
levels recommended the justifications have usually been the same: to encourage accession to the agreement, 
and/or for reasons of equity. However, in some cases large transfers may even be efficient in the strict economic 
sense. This can be illustrated with respect to global warming. If greenhouse gas emissions tend to fall more than 
proportionately as income levels rise (i.e. environmental quality is income-elastic) then a transfer of resources 
(i.e., through the allocation of pollution permits) to poorer countries will be efficient. This is because the 
damages from the emissions are global, affecting all countries. In such cases equity issues can not be divorced 
from efficiency issues (Chilchilnisky and Heal, 1995). Thus proposals such as a transfers of resources to 
countries with significant rainforest endowments could be justified in order to encourage accession to an 
international agreement, for distributional reasons related to North-South inequality and for reasons of economic 
efficiency. Moreover, all income transfers arising from the implementation of policies to address transfrontier 
effects would have similar consequences, although in most cases the transfers would not be sufficient to generate 
income effects of the sort described. 


Agreements wit International Frade Components 


The second form of international environmental agreement which is of a significance is related to issues 
wherein there is a recognized need to address the inadequacy of existing safeguards in developing countries. 
Agreements related to hazardous waste are of particular relevance in this case. “The Basel Convention on the 
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Control of Transboundary Movements in Hazardous Waste and Their Disposal” was adopted by 42 countries in 
1989. In addition to standard notification and manifest requirements it prohibited the export of hazardous waste 
to countries which have explicitly prohibited the import of such waste or which is not a signatory to the 
agreement. Signatory states had to ensure that exports are managed in an environmentally sound manner and 
attempt to reduce such exports to the greatest extent possible. It also require the repatriation of illegal shipments 
(Hilz 1992). 


More specifically for developing countries, the hazardous waste stipulations in the Lomé I Agreement signed 
between the European Community (EC) and 68 African, Caribbean and Pacific (ACP) countries restricted trade 
between rich and poor countries. Although initially the EC hoped to allow for trade between specific pairs of 
countries if the importing-country possessed appropriate disposal and treatment facilities, when it was signed in 
1989 the Convention effectively banned exports from the EC to ACP countries. Its implementation remained in 
doubt with some trade continuing following its adoption. Nonetheless, it does set a precedent, banning trade 
explicitly and not just regulating it (Hilz 1992). 


Conclusion 


The case for financial assistance for developing countries in international agreements which address 
transborder environmental effects is strong, with the incentives for accession and distributional concerns usually 
cited. However, there is also a case to be made for the economic efficiency of such transfers. Other agreements 
which use trade as a means of addressing particularly hazardous domestic environmental issues are also justified, 
although the case depends upon the specific activity and associated environmental consequences. 


VI. CONCLUSION 


It is clear that economic analysis has a great deal to say about the relationship between trade and the 
environment. However, the effects of the international economy on the global environment are significantly 
more complex than textbook analysis would imply or that some international organisations have been prepared 
to admit. As such, policy prescriptions related to the nexus between trade and the environment are dependent 
upon the specific context concerned, both in terms of the environmental issue to be addressed and in terms of 
the trading relationships involved. 


Thus, issues such as the need for environmental safeguards in processes of trade liberalisation, the degree of 
integration of trade and environment issues in_ institutional arrangements, the legitimacy of 
environmentally-motivated trade interventions and the treatment of poorer countries in international 
environmental agreements can not be evaluated in the abstract, but must be examined in terms of the specific 
cases involved. 
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fr 
— The trade provisions of the Montreal Protocol were a vital component in (a) building the wide 
international coverage it has achieved; and (b) preventing industrial migration to non-parties to 
escape the controls on ozone-depleting substances (ODS). 
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— With regard to developing countries, the trade provisions were necessary but not sufficient for the 
effectiveness of the treaty; provision of financial support was also of substantial importance. 


— Problems have been caused for trade in ODS and in products containing ODS by the differential 
phaseout schedules of developing and industrialised countries. 


— Illegal trade and possible non-compliance by some parties pose threats to the goals of the treaty. 


— The problem of incompatibilities between the trade provisions and the GATT, although at this stage 
only a potential one, is nevertheless real and poses a threat to future multilateral environmental 
agreements (MEAs). 


The experience of the Montreal Protocol suggests that future MEAs dealing with the control of substances 
causing transboundary environmental damage may well find it necessary to incorporate trade provisions. These 
may include trade restrictions that, like the Montreal Protocol’s, violate the basic GATT principle of 
non-discrimination. They must therefore be legitimate: they must be invoked for good reasons and must gain 
support from a wide and diverse range of countries; and credible: they must punish countries which do not 
cooperate and reward those which do. In relation to such trade provisions, future MEAs (and where relevant the 
Montreal Protocol) should: 


— Anticipate the problems arising from trade between countries at different stages of implementation, 
including countries in non-compliance. Although developing countries clearly have a strong case for 
enjoying differential treatment (depending on the topic of the MEA), the objectives of the treaty may 
be better achieved through relying on resource transfers rather than delays in implementation—or, if 
there are delays, they should be as short as possible. 


— Deal with the problem of illegal trade. If an MEA is to place restrictions on the production and 
consumption of, and trade in, any particular substance, it is almost inevitable that a black market 
will appear. This requires coordinated action between trade and industry ministries and enforcement 
agencies such as police and customs as well as environment ministries and international institutions. 
The provision of financial and technical assistance to remove the problem at source is also an 
important factor in tackling illegal trade. 


— Resolve the potential or actual incompatibilities between GATT and MEAs—preferably through an 
amendment to or interpretation of the GATT dealing with existing and future environmental 
agreements. The threat of possible action under the GATT should not be allowed to impede the 
negotiation of future MEAs. 


The objectives of trade liberalisation and environmental sustainability are not in the final analysis mutually 
incompatible. Effective systems need to be devised, however, for ensuring that the pursuit of one does not 
compromise the achievement of the other. MEAs such as the Montreal Protocol offer probably the best way 
forward in striking the appropriate balance between trade and the environment—but only if the kind of questions 
and problems outlined in this submission are settled satisfactorily. 


1. INTERNATIONAL TRADE AND THE ENVIRONMENT: MULTILATERAL ENVIRONMENTAL AGREEMENTS 


The international community is in theory committed both to trade liberalisation, through the Uruguay Round 
extension of the General Agreement on Tariffs and Trade (GATT) and the creation of the World Trade 
Organisation (WTO), and to environmentally sustainable development, through the agreements signed at the 
UN Conference on Environment and Development, the “Earth Summit” of 1992 and through the wide range of 
multilateral environmental agreements (MEAs). 


In theory, the pursuit of both objectives should be entirely compatible. Trade liberalisation can allow countries 
to maximise output from a given input of resources, remove distortionary subsidies and pricing policies, and 
encourage the spread of environmentally-friendly technology. The higher rate of growth of income resulting 
from trade can also help to generate the resources needed for investment in environmental protection. Given the 
failure of most modern systems of economic activity to integrate environmental externalities, however, trade 
can also magnify unsustainable patterns of economic activity. Trade rules, set internationally, may fail to allow 
for different rates of incorporation of externalities at a national level. 


Trade and environmental policies are therefore inextricably interlinked, and conflict between them has already 
erupted in a number of instances as regulations drawn up in pursuit of environmental sustainability have been 
challenged as erecting barriers to trade. The purpose of the trade and environment project of the Royal Institute 
of International Affairs is to examine actual areas of conflict and interaction between trade liberalisation and 
environmental protection and to contribute to the debate over their future development and resolution. 


One of the major mechanisms proposed for the reconciliation of the two objectives is the negotiation of 
multilateral agreements, aiming to avoid unilateral trade-disrupting measures while at the same time proving 
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more effective in tackling transboundary or global environmental problems. About 170 multilateral 
environmental agreements (MEAs) already exist, of which about 20 incorporate trade measures. The interaction 
of MEAs with the international trading system is therefore an important area of discussion, and one of the key 
topics on the workplan of the WTO’s Committee on Trade and Environment. 


This submission, the RIIA report “International Trade and the Montreal Protocol”, addresses the following 
issues with regard to one of the best-known and most effective MEAs, the 1987 Montreal Protocol on Substances 
that Deplete the Ozone Layer, and draws conclusions for the design and operation of future MEAs: 


— What are the Protocol’s trade provisions, why were they negotiated and how have they evolved? 


— Have they proved effective in achieving their original aims, and how important have they been in 
achieving the overall objectives of the Protocol? 


— How effectively have they been enforced? 
— Are they compatible with international trade agreements? 


2. THE MONTREAL PROTOCOL ON SUBSTANCES THAT DEPLETE THE OZONE LAYER 


The Montreal Protocol was designed to regulate the production and consumption of ozone-depleting - 
substances (ODS). Chlorofluorocarbons (CFCs), the most common ODS, were used as heat transfer fluids for 
refrigeration air and conditioning, for aerosol propellants and foam blowing and as solvents, sterilants and 
surface treatment agents (for, e.g., cleaning electronic components). Stable and nontoxic, CFCs and other ODS 
proved themselves to be highly versatile; unfortunately, they were also found to destroy the Earth’s stratospheric 
ozone layer, which protects plant and animal life from biologically damaging ultraviolet radiation. 


The Montreal Protocol, agreed in 1987 in response to the discovery of this environmental threat, sets out the 
control measures for the production and consumption of ODS (consumption is defined as production plus imports 
minus exports). The controlled substances are listed in four annexes, and their respective phaseout schedules 
have been progressively tightened over time as scientific evidence for the ozone depletion trend has strengthened 
and as substitutes for the ODS in question have been developed, a process which has in general been much 
faster than originally anticipated. The five CFCs in most widespread use, for example, were originally scheduled 
merely for a 50 per cent cut in production and consumption from 1986 levels by 1998. Three years later a total 
phaseout by the year 2000 was agreed, and two years after that the phaseout was brought forward to 1996. 


An important feature of the Protocol is its treatment of developing countries. Article Five permits a developing 
country with an annual level of consumption of the controlled substances in Annexe A (the original five CFCs 
and three halons) of less than 0.3kg per capita at any time before 1 January 1999 to delay for ten years its 
compliance with the control measures “in order to meet its basic domestic needs”. In addition, financial support 
is available for conversion to the new substances and technologies: the Multilateral Fund pays the incremental 
costs of Article Five parties in meeting their control requirements. | 


The Montreal Protocol is generally recognised as one of the most effective international environmental treaties 
ever negotiated. In the mid 1980s the debate was characterised by considerable doubt over the extent and causes 
of ozone depletion and the feasibility of ameliorative action. Just ten years later, the production and consumption 
of the main category of ODS, CFCs, has been phased out completely in industrialised countries. Other chemicals 
not even thought of as ozone-depleting substances a decade ago have been brought under the coverage of the 
agreements and their own control schedules progressively tightened. The agreement has achieved widespread 
international adherence; by July 1995 the number of signatories had grown from the original 30 (when it came 
into force in 1989) to 150. 


3. THE TRADE PROVISIONS OF THE AGREEMENTS 


The trade provisions of the Montreal Protocol govern trade with non-parties to the treaty. They cover 
restrictions on both imports and exports to non-parties of three categories: 


— ozone-depleting substances (ODS); 
— products containing ODS (e.g., refrigerators); 
— products made with but not containing ODS (e.g., electronic components). 
As new substances have been identified as ozone-depleters and come under the control schedules of the 
Protocol, the trade provisions have been gradually extended. Except where noted, the trade restrictions described 
below apply to the ODS listed in Annexes A (main CFCs and halons), B (carbon tetrachloride, methyl 


chloroform and other CFCs) and C group II (hydrobromofluorocarbons), though with different implementation 
dates. Their extension to Annexe E ODS (methy! bromide) will be considered in 1996. 


Ozone-Depleting Substances 


_ The import of Annexe A substances from non-parties was banned from 1990, one year after the treaty’s entry 
into force. Bans on the other ODS followed in due course. 


Exports to non-parties were initially subject to an outright ban only for exports from Article Five countries; 
the ban came into force on 1 January 1993. Other parties were permitted to export to non-parties but from 1993 
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the quantities involved were to count as part of the exporting country’s consumption, and were thus subject to 
the normal phaseout schedules. This provision was inserted at the insistence of the European Community, then 
the biggest exporter of CFCs, since at the time it was not clear whether their overseas customers would join the 
treaty. Since it rapidly became obvious that they would, the provision was subsequently changed to outright 
exports bans for all countries. 


Products Containing Ozone-Depleting Substances 


The original Protocol mandated the parties to draw up a list of products containing controlled substances 
within three years of the agreement entering into force. Parties which did not object to the list would then ban 
within one year imports of any such products from non-parties. 


A list of products containing Annexe A ODS was duly adopted and came into force in May 1992 as Annexe 
D of the Protocol. It listed six categories of products: automobile and truck air conditioning units, domestic and 
commercial refrigeration and air conditioning/heat pump equipment; aerosol products (except medical aerosols); 
portable fire extinguishers; insulation boards, panels and pipe covers, and pre-polymers. Personal effects 
belonging to non-commercial travellers are exempt. 


A listing of products containing Annexe B ODS was never adopted since it was believed to be largely 
irrelevant. By the time it came into effect those ODS themselves would have been phased out for some time, 
and all significant producers of these substances had ratified the Protocol. It is possible that a similar conclusion 
may be reached during 1996 for products containing Annexe C group II ODS. 


As above, the 1996 Meeting of the Parties is scheduled to consider the extension of these trade provisions to 
products containing methyl bromide. This is of particular importance since the chemical is used for pest and 
disease control in agriculture; since residues often are detectable, the range of items that could potentially be 
covered is quite wide. 


Products Made with but not Containing Ozone-Depleting Substances 


When the agreement was originally reached in Montreal, this category represented a potentially huge number 
and variety of goods—most electronic components, for example, were treated at that time with CFC-containing 
cleaning and degreasing agents. The parties thus agreed simply to “determine the feasibility” of applying trade 
restrictions to such products within five years of the Protocol’s entry into force. If controls were determined to 
be feasible, a similar procedure was to be followed as with products containing ODS: lists of products were to be 
drawn up and, in the absence of objections, subject within one year to import bans if originating from non-parties. 


The question of feasibility was discussed in 1993. In some cases where ODS are used in manufacture, trade 
residues are present which can be detected through gas chromatography or mass spectrometry. In other cases, 
however, particularly where CFCs are used as solvents, trace residues are undetectable by these methods and in 
all probability by any procedure which would be economically feasible. 


Furthermore, the range of products which would potentially have to be tested is enormous. If a wide 
interpretation of “produced with but not containing” was adopted—i.e direct and indirect use—almost every 
traded product should be included since some point in its manufacturing process almost certainly 
involved equipment using or made with ODS, even if the product itself was not so treated. This logical 
conclusion would be to ban all trade with non-parties, a measure not only impossible to implement but also 
involving costs out of all proportion to the benefits to the ozone layer. Even if a more restrictive definition is 
adopted, involving only direct input of ODS, the list of products which would need to be drawn up would be 
very large—and again, given the very small quantities of ODS involved in the production of each product, the 
costs in lost trade would vastly exceed the benefits to the ozone layer. 


The Parties accordingly agreed not to implement trade restrictions, but to review the issue at regular intervals. 
The treat of such restrictions, however, played an important part in the decisions of various countries to join the 
Protocol—see further below. 


Other Trade Provisions 


All these restrictions on imports from and exports to non-parties are subject to one general exemption. If a 
country not party to the Protocol is nevertheless determined by the parties to be in compliance with its control 
schedules, having submitted data to that effect, it is not subject to any restrictions on trade. This has happened 
on a number of occasions, particularly where countries have been slow in ratifying the successive amendments 
to the treaty but have nevertheless managed to comply with their terms, and also in the case of Taiwan, which 
cannot be a signatory due to its lack of international recognition, but has nevertheless adhered to the phaseout 
schedules. 


This is an important provision with regard to the international trading system. It demonstrates clearly that it 
is fulfilment of the environmental objectives of the Protocol which determine the treatment of a country, and 
not simply its formal adherence, or lack of it, to the treaty. 
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4. THE PURPOSE AND EFFECTIVENESS OF THE TRADE PROVISIONS 
Aims of the Trade Provisions 


The negotiators of the Montreal Protocol had two aims in drawing up its trade provisions. One aim was 
simply to maximise participation in the Protocol, by shutting off non-signatories from supplies of CFCs and 
halons and providing a significant incentive to join. If completely effective this would in practice render the 
trade provisions redundant, as there would be no non-parties against which to apply them. 


The other goal, should participation not prove total, was to prevent industries from migrating to non-signatory 
countries to escape the phaseout schedules. In the absence of trade restrictions, not only could this fatally 
undermine the control measures, but it would help non-signatory countries to gain a competitive advantage over 
signatories, as the progressive phaseouts raised industrial production costs. If trade was forbidden, however, 
non-signatories would not only be unable to export ODS, but would also be unable to enjoy fully the potential 
gains from cheaper production as exports of products containing, and eventually made with, ODS, would also 
be restricted. (In fact, as industrial innovation proceeded far more quickly than expected, many of the substitutes 
proved significantly cheaper than the original ODS—but this could not have been foreseen in 1987.) 


Effectiveness of the Trade Provisions: Participation 


The number of non-parties to the Montreal Protocol is now very small. All producers and all but a handful 
of consumers of ODS have acceded. A number of non-parties have declared their intention to accede to the 
agreement, and most of the rest have suffered from major political and/or economic disruptions in the recent past. 


It is difficult to determine the precise effect of the trade provisions in persuading countries to join the regime. 
In general, countries have been subject to several incentives to join, including not only fear of trade restrictions, 
but also a genuine desire to protect the ozone layer, and, for Article Five countries, access to the Multilateral 
Fund; disentangling the relative importance of these reasons is impossible. Furthermore, few countries like to 
admit they have taken a decision through fear of adverse consequences; even if this is their major justification, 
presenting the move to the outside world as one motivated by environmental considerations is likely to gain 
more political and diplomatic credit. If access to financial and technical assistance is possible, then it is clearly 
desirable to present this as the main motivation, in order to maximise future resource transfers. 


Having said this, there is general acceptance amongst participants in and observers of the Montreal Protocol 
process that the agreement’s trade provisions played an important part in the decisions of at least some countries. 
US threats during the negotiations to apply economic pressure to hesitant countries appears to have impressed 
some; the US itself was under internal pressure, with bills introduced in Congress during 1986 and 1987 calling 
for unilateral cuts in CFC production accompanied by trade restrictions against countries which did not 
reciprocate. Japan in particular is often quoted as a country worried about the prospect of trade sanctions. 


The Republic of Korea offers the clearest case. Korea delayed accession to the Protocol until 1992, reportedly 
because it believed that the resources available under Multilateral Fund assistance would have been inadequate 
to cover the adaptation costs of its large and growing electronics industry. Korean domestic ODS production 
increased in the early years of the Protocol (from 36 per cent of consumption in 1989 to 52 per cent in 1990, 
against a 30 per cent fall in total consumption) and the country almost certainly could have reached 
self-sufficiency. Nevertheless Korea eventually acceded; the threat of trade restrictions by Montreal Protocol 
member countries (such as the US or EU) against Korean exports such as refrigerators or air conditioning 
systems (particularly in cars), or, potentially even worse, on the many Korean electronic goods produced with 
but not containing ODS (which was still at the time—and in theory still is—possible ground for trade measures), 
proved a powerful incentive. Similar considerations may have influenced the other industrialising countries of 
South East Asia. 


Very few developing countries joined the Montreal Protocol at the outset. None at the time were major 
producers or consumers, and with CFC phaseout originally limited only to 50 per cent, few of them seemed 
likely to be affected in the foreseeable future. Mexico was a major exception, signing the Protocol at Montreal; 
the country was then experiencing significant investment in electronics plants along its border with the USA. 


This position changed, however, as the treaty was amended to a total phaseout of CFCs and halons; developing 
countries, however small their production and consumption, would then eventually be cut off from sources of 
supply and/or face restrictions on their exports, if they remained outside the Protocol. The terms under which 
they would accede thus because a crucial part of the negotiations, resulting in the creation of the Multilateral 
Fund. While once again it is impossible to disentangle individual developing countries’ motivations for joining, 
most observers accept that the’combination of financial assistance plus the fear of trade discrimination created 
a powerful incentive. And the more countries that joined, the greater the incentive for the rest to join, particularly 


if there were no significant producers left outside; the trade provisions would then shut off consumers from any 
legal source of supply. 
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Effectiveness of the Trade Provisions: Industrial Migration 


There is no evidence to suggest that industrial migration has occurred to any significant extent. Although 
there are now so few non-parties that this would be almost impossible, it remained a matter of some concern as 
to whether ODS-producing industries would move their production facilities to developing countries, which 
enjoy a longer phaseout period, as phaseout approached in their home countries. 


A UNEP report in 1994 was able to identify only two instances of a shift in industry in response to differential 
phaseout schedules. In one case a number of relatively small CFC-using enterprises moved their production 
facilities from Hong Kong (which was subject to the UK phaseout schedule) to Guangdong province in China. 
Whether they did this to avoid CFC phaseout is not clear; it may well have been in order to gain greater access 
to Chinese markets, along with many other Hong Kong-based firms. The second case involved a shift in 
production between different facilities of the same enterprise in different countries, a development which could 
be regarded as entirely natural given the changing size of markets in response to ODS phaseout. Many 
developing countries may in fact be reluctant to see this shift proceed too far since, if total production rises as 
a result above 0.3kg per capita, the country loses as Article Five status and accompanying access to Multilateral 
Fund support. Malaysia, for example, is now close to the limit and has proved reluctant to admit foreign 
producers. 


Conclusion 


The trade provisions of the Montreal Protocol were a vital component in (a) building the wide international 
coverage it has achieved; and (b) preventing industrial migration to non-parties to escape the controls on ODS. 
In principle, similar provisions may form an important component of future MEAs. 


5. DEVELOPING COUNTRIES 


The delay in phaseout to which Article Five countries (developing countries with ODS consumption below 
the specified limit) are entitled has given rise to a number of consequences for trade. 


Availability of ODS and Speed of Phaseout 


It was assumed during the original negotiations that these countries would not invest in significant production 
capacity themselves. Instead, non-Article Five countries were entitled to exceed their production limit by 10 per 
cent (during phaseout) or 15 per cent (after phaseout) of their 1986 (Annexe A) or 1989 (Annexe B) production 
in order to meet the “basic domestic needs” of the Article Five countries. 


The question of the availability of ODS for such “basic domestic needs” has become a matter of some concern 
to Article Five parties, as it is not all clear that the industrialised world’s ODS producers would want to maintain 
production for this purpose after their major markets in developed countries had disappeared. A UNEP report 
in 1995, however, found that both installed capacity in Article Five countries and allowable production in 
non-Article Five countries would each (more or less) be sufficient to meet needs. While there is little danger of 
absolute supply shortages, then, there are other matters of concern. Unanticipated high growth in demand for 
controlled substances could lead to higher prices and possible shortages. A falling number of producers could 
lead to monopoly pricing. Illegal markets in non-Article Five countries could divert supplies from Article Five 
states, and also undercut legitimate producers so much as to drive them out of the Article Five market, 
particularly as they face small production runs and diminishing prospects. 


The report concluded that a speedy phaseout of Annexe A and B ODS in Article Five countries was desirable, 
noting that they would in any case face diminishing export opportunities not only for ODS but for products 
containing ODS. This trade is permitted under the Montreal Protocol, but various restrictions, such as CFC 
taxes, or labelling requirements, have already acted to depress demand; many transnational companies now 
refuse to purchase such products, and an increasingly large number of customers are unenthusiastic about 
acquiring goods and equipment which may be unserviceable in the foreseeable future. China, for example, found 
that its export trade in refrigerators fell by 58 per cent between 1988 and 1991, and similar declines were 
experienced in other ODS-containing products. This helped to persuade China to move faster than required to 
phase out Annex A and B substances; in autumn 1995 it announced a phaseout target date of 2005, five years 
earlier than necessary. 


A number of developing countries, however, have used the situation to argue for expansion of production for 
export. The general opinion amongst the original negotiators was that the phrase “basic domestic needs” in the 
Montreal Protocol was intended to refer only to production for domestic use, and could not be extended to 
exports; it was never, however, defined precisely. Developing countries, particularly India and China, took the 
position that the expansion of export earnings was itself a “basic domestic need” of a developing economy, and 
that ODS exports should therefore be permitted; Indian producers in particular have recently been aggressively 
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expanding production and export to other Article Five countries. Although members of the OECD group of 
parties expressed unhappiness at this position, there was little they could do about it, as they recognised at the 
1995 Meeting of Parties. 


Technology Dumping 


Although, as noted above, there is no real evidence for the migration of industries to developing countries to 
escape the controls on ODS, there is substantial evidence to suggest that equipment rendered obsolete by the 
controls is being moved. This issue was first raised during 1995 by Mauritius. The country had experienced the 
import of second-hand air conditioning equipment removed from hotels in an industrial country (as it used 
refrigerants which were about to become unobtainable) and installed in hotels belonging to the same chain in 
Mauritius. It became clear during discussions on this issue that this was a matter of widespread concern to 
developing countries; although such movement of obsolete technology itself is not illegal, it helps to undermine 
countries’ efforts to implement accelerated phaseout schedules. Furthermore, anecdotal evidence suggests that 
some second hand equipment, such as domestic refrigerators, is being illicitly shipped to developing countries 
by firms paid to break them up and dispose of the refrigerants. 


Suspicions were raised that some suppliers in non-Article Five countries were deliberately encouraging such 
“technology dumping” as a means of maintaining markets. The non-Article Five countries themselves, however, 
have no desire to see developments which might lead to extra drains on Multilateral Fund resources. The 1995 
Meeting of the Parties accordingly resolved to recommend parties “to take legislative and administrative 
measures, including labelling of products, to regulate the export and import, as appropriate, of products 
containing substances listed in Annexes A and B of the Protocol and of technology used in the manufacturing 
of such products”. 


A complete ban on the trade (effectively an extension of the ban on imports of goods listed in Annexe D of 
the Protocol from non-parties to all parties) would be feasible but clearly undesirable in cases where the goods 
themselves are welcome. Very few developing countries are manufacturers of such goods and must import them 
from somewhere; permitting them only to import goods containing ODS replacements negates the value of the 
delay in phaseout. The problem is essentially caused by some developing countries wishing to accelerate the 
phaseout schedules—in itself clearly a desirable goal. 


Conclusion 


The delay in compliance to which Article Five countries are entitled is bound to lead to problems and 
anomalies, particularly for individual countries aiming to move faster than the phaseout schedules. However, 
trade flows between developing and industrialised countries create a dynamic for precisely this phaseout. Future 
MEAs, therefore, need to consider the implications of differential phaseouts, and to define carefully terms such 
as “basic domestic needs”. 


These issues also underline the inter-relationship between the restrictions on trade and the provision of 
financial support through the Multilateral Fund: “‘sticks” and “carrots”. As noted above, it is this combination 
of features which has been so important in persuading so many countries to join the treaty, thereby rendering 
its implementation more effective. It seems likely, furthermore, that the provision of additional financial support 
(due to be discussed in 1996), by encouraging faster phaseout, would assist in resolving the anomalies 
highlighted in this section. 


6. EVASION OF THE CONTROLS: NON-COMPLIANCE AND ILLEGAL TRADE 
Non-Compliance 


The ozone regime is now faced with its first cases of non-compliance, thanks to the political and economic 
turmoil faced by former Comecon members, or “countries with economies in transition”. In 1995 the Russian 
Federation stated that it expected not to be able to comply with its obligations under the Montreal Protocol 
(the total phaseout of CFCs) in 1996. Bulgaria, Belarus, Ukraine and Poland also accepted the possibility 
of non-compliance. 


The Protocol’s non-compliance procedure is designed essentially to provide encouragement and assistance; 
threats of sanctions (of which the only real one is treatment as a non-party, with associated trade restrictions 
and withdrawal of access to financial support) are in general avoided. The 1995 Meeting of the Parties 
accordingly called for more data reporting (particularly from Russia) and financial assistance from the Global 


Environment Facility (as non-Article Five countries, the states in question are not eligible for support from the 
Multilateral Fund), 


The still largely interdependent nature of the economies of the former Soviet republics made the question of 
trade of some importance. Belarus and Ukraine (both non-producers) accepted the obligation not to export any 
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ODS to any state except other members of the Commonwealth of Independent States, but Russia (still a sizeable 
producer) refused to accept this provision and denounced the decision of the parties. This clearly threatens 
problems for the future. 


Illegal Trade 


The problem is exacerbated as a significant proportion of Russian production currently appears to be entering 
other markets illegally. The problem is most acute—and has so far been most effectively addressed—in the 
United States, although there is evidence of a growing black market and a “grey” market (in virgin material 
disguised as, or blended with, recycled substances) in the EU and in developing countries as well. 


The US has experienced more acute problems for two reasons. First, 90 per cent of US automobiles are fitted 
with mobile air conditioning systems, compared to about 10 per cent of European vehicles. This leads not only 
to a larger demand for refrigerant fluids—from the sector which has experienced the greatest difficulty and 
highest costs in converting out of CFCs—but also to a network of small users (garages servicing and repairing 
cars) amongst whom legislation controlling ODS is more difficult to promote, monitor and enforce. Second, the 
US decision to introduce a CFC excise tax to encourage phaseout has created a substantial tax avoidance 
incentive. This combination of circumstances has resulted in a black market in CFCs in the US variously 
estimated at 20 million pounds a year (about 9 m kg)—over $150 million worth at legitimate prices. If this 
figure was accurate in 1994, it represented about 20 per cent of all virgin CFC—12 imported into the US in that 
year. If the volume of smuggled material remains significant after CFC phaseout on 1 January 1996, it will 
clearly undermine the effectiveness of the ozone regime. 


The US Government inter-agency task force formed in 1994 to tackle the problem has scored some successes. 
$40m has been collected in unpaid taxes and penalties, twelve individuals have been indicted on counts of 
smuggling or diverting CFCs into the US, and evading federal excise taxes and ten have been convicted. In the 
most dramatic case false manifests for cargo to be shipped from Miami were filed covering 209 cargo containers, 
holding almost 4,000 tons of CFC-12 with a retail value of about $52 million. Inspection of the outbound vessels 
supposedly re-exporting the CFCs from the US (a legal activity) revealed that the cargo containers were not 
aboard, a conclusion supported by the fact that some of the manifests claimed a greater number of containers 
per vessel than their actual capacity. 


It has been estimated that CFCs now account for the second most lucrative commodity smuggled through 
Miami, exceeded in value only by cocaine. This port experiences a particular problem since it exports 
legitimately to Article Five countries in Latin America, providing many opportunities for fraud or clandestine 
re-entry. Canisters of CFCs being illegally re-imported are often mislabelled, often as HCFCs (CFC substitutes) 
or hydrocarbons. Additional problems have been created by trade in recycled and recovered ODS, a practice 
that was encouraged by a 1992 decision of the parties to the Montreal Protocol, which resolved to exclude 
imports and exports of recycled and used controlled substances from the calculation of consumption. Some of the 
smuggled virgin CFCs is being mislabelled as recycled, or deliberately contaminated to make it appear recycled. 


Evidence of smuggling into the European Union is more difficult to come by. The problem seems to be 
genuinely smaller than in the USA because of the general lack of air conditioners in European cars, and because 
of the absence of a CFC tax. As a result, however, European customs authorities have been less inclined to take 
action to investigate and police the black and grey markets which still clearly exist. One industry source 
estimated that 6-10,000 tonnes was illegally imported into the EU in 1994. 


All the evidence suggests that Russia is the source of most of the illegally traded materials. The Russian 
Government clearly lacks the ability to apply controls to its manufacturing sector, and earnings of hard currency 
are a major temptation in an economy undergoing such dramatic convulsions; individual plants will simply 
produce above their official quota, and sell the surplus on the black market. India and China are both often cited 
as sources; Taiwan in particular has recently experienced a dramatic increase in illegal entry of CFCs believed 
to originate in mainland China. 


On the user side, it seems entirely likely that many purchasers, particularly small and medium-sized 
enterprises, simply are not aware of the illegal nature of their supplies; provision of advice to industry is always 
easiest to deliver to the largest users. Customs authorities in general have given a low priority to monitoring 
movements of ODS, particularly transhipments. Detection of the substances, which requires chemical analysis, 
is difficult, particularly if they are mislabelled; distinguishing adulterated virgin from genuine recycled material 
is virtually impossible. 


Conclusion 


If an MEA is to place restrictions on the production and consumption of, and trade in, any particular substance, 
it is almost inevitable that a black market will appear. This is not a problem that environment ministries and 
international institutions can be expected to tackle by themselves, though they may need to be more active in a 
monitoring and detection capacity. It requires the cooperation and involvement of trade and industry ministries 
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and enforcement agencies such as police and customs. The provision of financial and technical assistance to 
remove the problem at source is also an important factor in tackling illegal trade. 


7. COMPATIBILITY WITH THE GATT/WTO 


The central aim of the GATT is to liberalise trade between contracting parties. The trade restrictions of the 
Montreal Protocol, which discriminate between parties and non-parties irrespective of their status under the 
GATT, would appear to conflict with Article I (most favoured nation treatment), III (national treatment) and XI 
(elimination of quantitive restrictions), unless the restrictions can be justified under Article XX of the GATT, 
the “general exceptions” clause. 


The original negotiators believed that they could, and advice from the GATT Secretariat at the time appeared 
to support the view, although the practice of the GATT has been to resolve such issues only through panel 
rulings in case of dispute—and no such dispute has so far arisen. The main guiding ethos of the GATT agreement 
is an antipathy towards unilateral action, which is seen, understandably, as risking retaliatory protectionism. 
Although Article XX does permit WTO members to take unilateral action in pursuit of environmental ends, the 
circumstances are carefully defined, and the actions are subject to challenge under the GATT/WTO disputes . 
procedures. By staying within a multilateral framework, the Montreal Protocol did not appear to threaten this 
structure. 


At the time, however, the issue of the interaction between trade liberalisation and environmental protection 
did not possess the salience it has come to occupy today. The positions changed significantly as a result of 
rulings of two GATT disputes panels, in 1991 and 1994, on trade measures taken by the US in the well-known 
tuna-dolphin disputes. The findings of the panels appeared to threaten the trade provisions of the Protocol by 
sharply limiting the grounds on which member states could restrict trade in pursuit of environmental 
sustainability. This was reinforced by the GATT Secretariat’s 1992 report, which admitted the possibility of 
conflict between GATT rules and MEAs with trade provisions and suggested that “it is not clear that such 
departures from the non-discrimination principle are always necessary to achieve the environmental goals of the 
environmental agreements“. There were three main areas of doubt. 


The GATT and Other International Agreements 


The tuna-dolphin panels did not accept that membership of other international agreements could justify 
unilateral trade measures. If this argument is accepted, it would seem to undermine the whole case for the 
inclusion of trade restrictions in MEAs. As argued above, however, the inclusion of these provisions in the 
Montreal Protocol were a highly important factor in the success of the treaty in attracting adherence (at 150 
countries, substantially wider, it may be noted, than the WTO itself). 


Process-Based Trade Restrictions 


The panels found against trade measures taken on the basis of “‘process and production methods” (PPMs) as 
opposed to product characteristics. This relates to the so far unimplemented trade restriction of the Montreal 
Protocol based on products made with but not containing ODS. The argument primarily rests on the belief that 
PPMs, and the environmental damage they cause, are highly country-specific, and one country’s standards 
should not be imposed unilaterally on another’s. PPM-based trade measures could be applied against a vast 
range of products, threatening substantial disruption to trade. 


While justifiable where the pollution thus caused is restricted to the country of production, however, the 
argument is far weaker where the pollution is transboundary or global. In this case, differentiating, as the panels 
did, between pollution associated with the consumption of a product and that associated with its production is 
meaningless. Furthermore, the ruling against PPM-based trade measures is not explicitly stated in the GATT 
text, and in other areas of the GATT (the Agreements on Subsidies and Countervailing Measures and on 
Trade-Related Aspects of Intellectual Property Rights, and Article XX(e), on prison labour) the distinction 
between products and PPMs is not maintained. 


Necessity of the Trade Restrictions: the Availability of Alternatives 


Finally, the panels believed that there were less trade-restrictive measures available to the US to pursue its 
aims and in the tuna-dolphin cases. For the first forty years of the GATT, the “necessity” requirement stated in 
Article XX was interpreted with relation to scientific tests of the necessity of the measures taken. The panels’ 
interpretation of the term as “least GATT-inconsistent” or “least trade-restrictive” therefore represents a 
significant narrowing. The danger of this approach lies in the fact that it ignores other features of the hypothetical 
alternative measures. f 


In theory, for instance, ODS consumption could have been regulated through economic instruments such as 
taxes, which would still permit the users to buy from any source, domestic or foreign; the taxes would have to 
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be applied at the border for imports from non-parties. Only a handful of countries, however have actually 
introduced CFC taxes to speed up phaseout. There are formidable technical difficulties in identifying both the 
appropriate tax rates at different stages of phaseout and the products to which they should be applied, particularly 
where these are imported. Taxes imposed on products produced with, but not containing, ODS, would almost 
certainly fall foul of the GATT’s “like product” provisions. Furthermore, taxes imposed on inputs would not 
necessarily discourage the use of ODS in the exporting non-parties, particularly where the bulk of ODS 
production there was intended for domestic consumption. Finally, at the time that the Montreal Protocol was 
negotiated the concept of environmental taxes, now more widely accepted, was very much in its infancy. It was 
essential to unite all the negotiating countries, including the centrally planned economies, in the agreement. 
Serious doubts would almost certainly have existed about the ability and willingness of some of the parties to 
the Protocol to introduce and collect the taxes. 


Although in theory economic instruments such as taxes are more economically efficient and less 
trade-restrictive than simple production and consumption caps, the environmental efficiency of the control 
measures depends in large part on their international coverage. Although it is impossible to be precise about the 
incentive effects of the trade provisions, it seems highly unlikely that removing the threat of cutting off supplies 
of ODS to non-parties would have made these countries more likely to join the Protocol. As a UNEP Report 
put it in 1994, “it has been argued that. . . the same reductions could have been achieved at lower cost through 
the use of more efficient instruments in countries that are parties to the Protocol than through trade sanctions 
on “free riders”. This is probably true ex post (because there are so few free riders) but that may be because the 
threat of trade sanctions has brought so many countries into the Protocol. It is impossible to resolve such a 
debate on economic grounds.” 


The second major alternative to the existing trade provisions that has been suggested is an outright import ban, 
which would be non-discriminatory (and therefore less GATT-inconsistent) as between parties and non-parties to 
the Protocol. Once again, however, this suffers from severe practical difficulties. The number of ODS producers 
was, and is, so limited, that a complete import ban would have cut off the majority of ODS consumers from 
their sources of supply. This would if anything create a powerful incentive for non-producers to stay outside the 
Protocol and either import from other non-parties or set up their own domestic production facilities. It would 
also increase the likelihood of ODS-producing industries migrating to non-parties, and help undermine the 
competitive position of parties. Finally, such a proposal would almost certainly have deterred the EU, then the 
world’s major exporter, from agreeing to the original Protocol in 1987. 


Resolving Incompatibilities 


There seems good reason, therefore, to support the concept of the type of trade restrictions that exist in the 
Montreal Protocol for MEAs in general. If WTO disputes panels continue to adopt the narrow impact-on-trade 
approach of the tuna-dolphin panels, however, such trade measures must be potentially open to challenge. Given 
that trade restrictions may well form part of future multilateral environmental agreements, it seems highly 
desirable to resolve these potential areas of dispute. There are a number of possibilities: 


— The amendment of the GATT to create a presumption of compatibility with MEAs—i.e., an 
extension of the exemptions set out in Article XX to permit trade measures pursuant to MEAs. This 
is similar in concept to the clause in NAFTA which specifically allows that, in most cases where 
conflict arises between its own provisions and those of the Montreal Protocol, the Basel Convention 
or CITES (and future MEAs where the NAFTA parties agree), the latter shall prevail. A 
memorandum of understanding would probably also be needed to define the kind of trade measures 
which would be acceptable. 


— Alternatively, a memorandum of understanding on the interpretation of the GATT would probably 
prove sufficient by itself, and would certainly be easier to negotiate. This would set out the criteria 
which MEA trade provisions would need to satisfy to be considered GATT-compatible—including 
requirements such as evidence of significant transboundary environmental problems, that trade 
measures should be proportional to the problem, no more trade-restrictive than necessary, 
non-discriminatory and transparent, and so on. 


— GATT already contains a waiver clause (in Article XXV) which would permit the contracting parties 
to decide on a case by case basis to waive any sections of the GATT which were felt to be 
incompatible with MEAs. This is not a particularly satisfactory method of resolution; the waivers 
would be agreed on an ad hoc basis, are time-limited and would not be predictable in advance (eg 
when the MEA was being negotiated). 


— A necessary accompaniment of any of the above mechanisms should be an instruction to WTO 
disputes panels to take other sources of international law—the relevant MEA or MEAs—into account 
in reaching decisions. In fact, the new WTO disputes settlement procedures means that panels are 
already more likely to draw on relevant sources of expertise, such as environmental scientists, than 
their GATT predecessors. 
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Conclusion 


It is essential that the threat of possible action under the GATT is not allowed to impede the negotiation of 
future MEAs. The potential or actual incompatibilities between GATT and MEAs must therefore be resolved, 
preferably through an amendment to or interpretation of the GATT dealing with existing and future 
environmental agreements. The WTO Ministerial meeting in Singapore in December 1996 offers an excellent 
opportunity to achieve this. 
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SUMMARY OF RECOMMENDATIONS 


Changes in land use patterns and practices are identified as the major cause of wildlife losses around the 
world. In some cases, however, it is the land use patterns and practices which support the conservation of 
biodiversity. This is particularly well-documented for birds. The implementation of recent trade agreements is 
certain to affect land use in many countries, and therefore biodiversity. 


In this context, this paper outlines some causes of serious concern for biodiversity conservation arising from 
the implementation of the GATT 1994 and the activities of the World Trade Organisation. 


As the largest trade bloc, the European Union and, therefore, UK have a special role to ensure that 
international trade and environment policies are mutually supportive. To date, EU trade policies do little to 
address environmental concerns. EU and global level changes are needed to ensure that trade agreements support 
biodiversity conservation and sustainable development. 


The UK Government should take a leading role on these matters, urging the EU to promote the changes we 
recommend in this submission. The report that the WTO Committee on Trade and Environment submits to the 
Singapore Conference (late 1996) will be crucially important. 


At present the WTO/CTE, UNCTAD and UNEP seem to be underestimating the importance of land use 
changes, and their impact on biodiversity, in the trade and environment debate. We recommend that these 
institutions should examine how trade in certain commodities will affect patterns of land use, and the species 
and habitats that depend on them. 


The UN institutions should also consider mechanisms to maintain the viability of land use practices which 
benefit biodiversity where such practices are under threat due to trade policies. They should complement their 
current work on timber and fisheries by examining possible linking of agricultural commodity agreements to 
environmental funding under GEF, and to aid policies. 


GATT 1994 allows enviromental issues to impinge on trade considerations to only a limited degree. The 
UK and EU should put forward an amendment to create a presumption of compatibility with Multilateral 


Environmental Agreements (MEAs). i.e., extending the exemptions to permit trade measures pursuant to MEAs 
in Article XX. 
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Such a measure already exists in the North American Free Trade Agreement (NAFTA) which specifically 
allows that, in most cases where conflicts arise between its own provisions and those of the Convention on 
Biological Diversity, the latter shall prevail. 


On subsidies, while we believe all direct and indirect subsidies that cause environmental degradation or threats 
to biodiversity should eventually be removed, care is needed in doing so to avoid perverse effects. Where 
subsidies are retained, they should serve environmental objectives, cross-compliance being used to ensure this. 


The environmental impacts of trade liberalisation are said (by WTO and others) to be dealt with by a 
combination of legislation and environmental costs being “‘internalised” in product prices. We believe there to 
be a need to demonstrate that this can work, particularly for agricultural commodities that are important to 
conservation. Studies of the mechanisms by which internalisation can happen (regulation, taxes, incentives, 
subsidies, etc) are needed to demonstrate the feasibility of the approach. Until this is satisfactorily concluded, 
there is no reason to believe that the adverse effects of trade changes can be dealt by internalisation. 


The working methods of the WTO need improvement. For example, it should clarify NGO involvement and 
transparency, distinguishing more clearly the different standing of membership-based citizens organisations, 
government-dependent institutes, consultants and industries. The WTO/CTE should make clear how its workplan 
for 1996 analyses the relationship between trade and the Convention on Biological Diversity (CBD). They 
should make recommendations to the next Conference of Parties to GATT to adopt measures to ensure that 
implementation of GATT 1994 does not undermine the CBD. 


European trade agreements are also extremely important. The land use consequences of changing trade 
arrangements in Central and Eastern Europe and their effects on biodiversity need careful study. The EU should 
integrate the Environmental Programme for Europe, the Environmental Action Programme for Central and 
Eastern Europe, and the Pan-European Biological and Landscape Diversity Strategy into the Association and 
Accession Agreements with countries in Central and Eastern Europe. 


An environmental clause should be added in the reviewed EU General System of Preferences (GSP) for 
agriculture products, expected to be approved in 1996. The clause should allow additional preferential conditions 
for countries which implement the CBD, as well as the ability to withdraw preferences from countries whose 
production of agricultural commodities in the GSP cause biodiversity losses. 


Procedures are needed to assess the environmental impact of EU trade agreements with third countries or 
groups of countries. An environment clause should be included in all such agreements, details depending on 
assessed impacts. 


Finally, we believe that the trade in wildlife, including wild birds, continues to be a serious conservation 
problem, for which EU and global controls are not working adequately. New approaches to promote sustainable 
resource exploitation whilst penalising trade which is not sustainable, should be considered. 


INTRODUCTION 


In our efforts to conserve bird and habitats around the world, the Royal Society for the Protection of Birds 
works with organisations in 56 countries, forming a partnership known as BirdLife International. We are the 
UK partner and are currently co-ordinating trade policy analysis on behalf of the partnership. We welcome this 
opportunity to submit views to the House of Commons Environment Committee’s Inquiry into World Trade and 
the Environment. 


We have long been associated with concerns over the international trade in wild birds and its regulation under 
the Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES). This remains 
an area of serious concern about which we make some brief point below. However, our recent work focuses on 
the impact of world trade policies on biodiversity conservation through changing land use. 


Changes in land use patterns and practices are identified as the major cause of losses in wildlife richness 
around the world (UNEP, 1995). This is particularly well-documented for birds (Collar et al, 1994; Tucker et 
al, 1994). In other cases certain land use patterns and practices are necessary for the maintenance of the other 
biodiversity (de Juana et al, 1993). 


The trades in timber and (in recent years) fish products have drawn considerable attention from environment 
organisations and are the subject of studies by UN institutions. Our work pays more attention to impacts on 
agricultural commodity production and land use, an area in which we have particular experience and expertise. 


Implementation of global (GATT), regional (MERCOSUR, ASEAN, etc.,) and bilateral trade agreements is 
certain to have effects on land use in many countries. The global process of trade liberalisation involves removing 
many subsidies and protective mechanisms which have built up in most agricultural systems in the world. 
Together with changes in the pattern of trade, changes in global and regional patterns of agricultural production 
are likely to entail displacement of some long-established local production systems, or lead to their intensification 
to maintain competitiveness, or to supply new lucrative markets. In other cases trade protection list policies, 
such as subsidies, are identified as the cause of agricultural intensification leading to environmental degradation 
in the country concerned and with additional detrimental side effects for the environment in third countries. 
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Conflicts between trade liberalisation agreements and Multilateral Environmental Agreements (MEAs)—such 
as the Convention on Biological Diversity (CBD)—have been identified by other commentators for areas of 
environment policy such as CFCs and the Montreal Protocol. Our concern is that because land use and 
agricultural practices could be treated as “Process and Production Methods” (PPMs) under GATT, some 
measures taken to implement MEAs such as the Biodiversity Convention could be considered illegal. Only the 
North American Free Trade Agreement (NAFTA) has provisions to face such conflicts. 


An example of the impact of recent trade agreements is given by the early response of the global market in 
rice to GATT. Japan has begun to open its rice market to cheaper imports from elsewhere. Traditional Japanese 
rice paddies are expected to fall out of use, with significant impacts on waterfowl populations. At the same time, 
Japanese companies are investing heavily in transforming former wetlands and lowland rainforests in countries 
such as Indonesia and the Philippines to rice production—thus destroying some of the richest habitats for bird 
diversity in the world. Astonishingly, Japanese rice companies are currently (1996) reclaiming wetlands and 
estuarine swamps in Uruguay! 


It could be said that such problems for biodiversity conservation are not really trade issues, but should be 
addressed through local environmental policies to preserve natural habitats in some countries; and payments to 
farmers to maintain traditional farming in other countries. Indeed, GATT allows such payments where they have 
no trade effects. However, it is far from clear how developing countries which lack the resources to cope with 
such environmental problems in this way, can protect their environments from such trade initiated changes. Our 
work on trade is to examine links such as these more closely and contribute to the work of the World Trade 
Organisation Committee on Trade and Environment to: 


“Gdentify the relationship between trade measures and environmental measures, in order to promote 
sustainable development”. 


Our programme aims to: 


(a) identify threatened bird species around the world for which the continuation of traditional or existing 
farming practices is vital in order to maintain their habitats, or for which changing agricultural land 
use is the main threat; . 


(b) to identify the effects of international trade agreements (as well as other socio-economic factors) on 
those land use practices, using selected case studies and 


(c) to make policy recommendations to benefit biodiversity conservation. 


Our submission does not make an exhaustive analysis of, nor provide answers to the many issues and 
concems raised. Instead it attempts to provide guidance on work that we believe is essential if international 
trade policies are to support, and not threaten, the conservation of global biodiversity as requested by the 
Convention on Biological Diversity (CBD). 


ENVIRONMENTAL THREATS AND BENEFITS OF TRADE LIBERALISATION 


Clearly, the principal direction of the various trade negotiations and agreements of the late 1980s and 1990s 
has been towards liberalisation of trade, both regionally and globally. Many commentators have recognised that 
implementing international trade agreements is certain to have significant environmental implications—although 
it is extremely difficult to establish in advance a clear picture of what these might be. Even more difficult is to 
judge where the balance lies between the benefits of trade liberalisation and its environmental costs. 


The environmental benefits of liberalisation fall broadly into two forms: a) benefits for environmental 
protection which could arise because of improvements in global societies and economies; and b) those elements 
of trade liberalisation which could bring specific environmental improvements in their wake. Each one of these 
aspects has associated threats and risks. 


(a) Benefits for the environment which could arise because of improvements in the condition of global 
society as a whole / 


One of the principal arguments of advocates of liberalisation is that freer trade promotes development 
and wealth creation relative to a protectionist, “distorted” global economy. The suggestion is that 
trade leads to economic growth, which in turn reduces poverty and allows social and other 
development. The environment benefits from this process (it is argued), mainly through the gradual 
removal of some of the underlying structural causes of degradation (poverty, rapid population 
growth, etc.). Economic growth also provides resources to manage both the path of progress and the 
environment (by investing in cleaner technologies, regulatory systems, nature protection policies, 
etc.). 


Our experience (and certainly that of our Partners in the poorer countries) is that conservation is 
indeed severely hampered in the face of factors such as poverty, rapid population growth and 
migration, over exploitation of “commons” (etc.). Clearly, poor people may have no option but to 
over-exploit the resources on which they depend, such as forests supplying fuelwood. Poverty also 
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limits the ability to invest in improved resource management and productivity. Even where the long 
term conservation of resources would clearly be in the interests of the user, necessity makes it 
impossible to take a longer-term “stewardship” view. This problem is even worse where the resource 
comprises species of wildlife and their habitats which do not have an immediately apparent value to 
users. Development, if it means the alleviation of these necessity-driven environmental impacts, 
could be seen as a prerequisite of environmental protection. 


The main weaknesses of this argument are two-fold: 


Firstly, trade liberalisation may undermine economic, social (and therefore environmental) conditions 
in many Less Developed Countries (LDCs). The United Nations Conference on Trade and 
Development (UNCTAD) point out that liberalisation could have perverse effects on the economies 
of LDCs, some of which are top priorities for biodiversity conservation. 


UNCTAD report that, as a result of the Uruguay Round, the world’s LDCs will lose an estimated 
$163 to $265 billion a year in export earnings, while paying $145 to $292 billion more for food 
imports (UNCTAD, 1995). These figures are based on calculations of loss of preferential margins 
for LDC exports, and the higher costs of basic food imports arising from the Uruguay Round 
Agreement on Agriculture. 


UNCTAD’s report shows that as a result of GATT, LDCs could suffer a combined deterioration in 
their trade balances of as much as $300-$600 million a year, (2.6 to 5 per cent of export earnings) 
with a cumulative loss of as much as $3 billion between 1995 and 2000. In isolation, UNCTAD 
says, these losses may not be large enough to cause concern about the ability of LDCs to deal with 
their negative impact. But the impact on the balance-of-payments of some individual countries will 
be very severe. For Burundi, Ethiopia, Haiti, Malawi, Mozambique, Rwanda, Somalia and Uganda, 
it may be around 10 per cent or more of their export earnings, while for Guinea-Bissau and Cape 
Verde it could be 25 and SO per cent respectively. 


The UNCTAD report shows that, while most Asian LDCs (Bangladesh in particular) show some 
export gains from higher sales of textile products, all African LDCs will experience falling export 
earnings, mainly attributable to the erosion of preferences in EU markets (on which we comment 
specifically in a later section). 


Many of these countries are among the world’s top priorities for biodiversity conservation. 


Secondly, transition from undeveloped and protected economies to developed and free market based 
ones has major environmental impacts. We know that the development pathways followed by the 
industrial and “new industrial” economies resulted in major modification of the environments of the 
countries concerned. An increase in the rent per capita seems to have an associated increase in per 
capita pollution and resource use, negating any environmental gains from tackling poverty, 
population growth, etc. 


One example is the Republic of Korea (South Korea) which since 1960, has experienced one of the 
most spectacular levels of economic development in the world. At the same time, it experienced 
rapid demographic transition from high to extremely low levels of fertility and mortality. These 
changes had profound impacts on all spheres of the lives of Koreans. 


The social norms of extended family relations gave way to nuclear families. Reduced family size, 
combined with rising incomes, led to changes in lifestyle and consumption patterns which, together 
with rapid industrialisation, resulted in greater demand on the use of natural resources. As a result, 
environmental degradation has occurred and, levels of all kinds of pollution (air, water and soil) 
have increased. The gains from slower population growth rates have been partially offset by these 
trends (Kim and van den Oever, 1992). 


This presents a real dilemma which lay at the heart of the debate at the 1992 Earth Summit in Rio, 
and the desperate search over since for a model of development which meets global aspirations 
without incurring global environmental costs—a true sustainable development model. 


Elements of trade liberalisation which could bring specific environmental improvements in their 
wake 


The second broad category of environmental benefit claimed for liberalisation is that increased 
competition between countries facilitates efficiency in production methods leading to reduced use of 
natural resources, and to less waste and pollution. Under these conditions, analysts argue that 
industries and production processes will develop necessarily in sites where production is more 
efficient, ensuring the optimum use of natural resources, slowing down their depletion and 
minimising waste and pollution. 


An example of this might be products whose production in Europe competes with other sources, but 
which is only possible with high levels of technological inputs whose costs are met through subsidies 
or protection. The best known example is beet sugar. Removal of all distortions ought to lead to a 
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small shift to cane-sourced sugar, giving some socio-economic benefit to producer countries whose 
production systems might be argued to be less environmentally damaging than high input northern 
agriculture. 


However, several analysts point out that such a beneficial and mutually supportive scenario between 
trade and environmental protection will only come about if product prices reflect their real production 
costs, requiring the following mechanisms to be in place: 


— environmental legislation to ensure that minimum standards of environmental protection are 
respected; 


—  internalisation of environmental costs (including transport costs) to give producers an incentive to 
reduce them; 


—— internalisation of resource costs to ensure that scarce resources (such as fossil fuels) are conserved 
or substituted; 


— environmental liability, so that producers take full responsibility for damage caused by their 
industries. 


Clearly such conditions do not exist, and the technical difficulty of internalising environmental costs 
(particularly that of biodiversity loss) into product prices is high indeed. For example, how should 
different species and habitats be valued? Ought the value to reflect global conservation priorities or 
local preferences and conditions? If biodiversity is valued only by the value local people derive from 
it, then many species will receive little protection. 


Even when a value can be derived (which is technically fraught with problems) how can that value 
be inputted into the product price? What mechanisms exist to do so? And if production of a 
commodity provides habitat for a species, it does not follow that increasing the price of the 
commodity will protect the species concerned: it may, for example, encourage intensification of 
production with consequent loss of biodiversity. 


There may be some greater economic efficiency from the patterns and systems of production which 
result from a freer trade climate, but this efficiency is unlikely to optimise the environmental solution. 
Moreover, and this is especially true for agriculture, regional specialisation and intensification have 
been among the main causes of losses of species and habitats dependent on farmland. 


Nevertheless, as said before, removal of subsidies on certain commodities could have a clear positive 
effect on the environment. 


THE WTO/GATT RESPONSE TO ENVIRONMENTAL CONCERNS 


The “stocktaking and planning programme of work for 1995-1996” of the Committee on Trade and 
Environment of the WTO (WTO, 1995) identifies a number of items, issues and studies to be carried out to 
advance the CTE mandate, ie to produce a report: 


(a) identifying the relationship between trade measures and environmental measures in order to promote 
sustainable development 


(b) making recommendations on whether any modifications to WTO provisions are required, compatible 
with the open, equitable and non-discriminatory nature of the system; and 


(c) complying with the mandate of the Ministerial Decision on Trade in Services and Environment. 


In December 1992 the World Conservation Union (IUCN) published a report identifying 211 multilateral 
environmental agreements (MEAs) (IUCN, 1993). Some of these agreements are open to acceptance by States 
throughout the world (Universal Conventions) while others are either regional in scope or restricted to acceptance 
only by specified States (Regional and restricted Conventions). Some new MEAs have been agreed since 1992. 


Trade restrictions for biodiversity conservation are features of several MEAs, such as CITES, the Paris 
Convention on Birds, etc. The compatibility between the GATT 1994 and CITES/COTES has not been 
challenged. However, the relationship between MEAs relevant to biodiversity and GATT 1994 is not clear. 


Conservation of many habitats depends on their management which, in most cases means agriculture and 
forestry practices. Maintaining characteristic habitat for many species cound depend on ensuring or avoiding the 
production of certain commodities by certain methods. GATT 1994 does not allow trade measures based on 
Process and Production Methods (PPM), which land use practices could clearly be claimed to be. 


An additional problem is that products and practices beneficial for biodiversity in some countries can be 
detrimental to the biodiversity of others, who could claim that trade measures taken to conserve geographically 
restricted species are discriminatory. The 1991 ruling of the GATT panel on the tuna/dolphin case makes it 
more difficult to solve such problems. As explained by the Royal Institute of International Affairs (Brack, 1995): 
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“The panel argued that while GATT members are entitled to ban imports of products which are themselves 
environmentally harmful (so long as domestic production of the same products is also banned), it was not the 
tuna itself which caused the damage in this case, but the way in which it was caught, and trade measures based 
on such “process and production methods” were not permitted under GATT”. 


WHAT NEEDS TO BE DONE? 


For international trade and biodiversity conservation policies to be made mutually supportive, we believe the 
following issues need to be addressed: 


(a) The need to take land use into account in trade policy: 


(b) 


Trade liberalisation in agricultural commodities is likely to have, inter alia, the following 
consequences: 


over-concentration of production in those core areas with better soil and climatological conditions 
for each commodity; 


excessive intensification of production in productive “core” areas, at least to the level where costs 
equate to those in other areas; 


abandonment of valuable farming systems in marginal areas, or land use in such areas changing to 
products with comparative advantage; 


production in areas of low population density remaining marginal, as the internalisation of transport 
costs is not worthwhile, at least until local population growth and migrations lead to intensification, 
up to the point at which integration in the “global market” makes sense; 


some countries will specialise in a small range of commodities suited to their agro-climatological 
conditions; 


Such effects on land use, individually or in combination, will in many cases be detrimental to 
biodiversity, as well as having serious implications for rural societies. At present the UN institutions 
seem to be underestimating land use issues as part of the trade and environment debate. 


Recommendation: The WTO/CTE, UNCTAD and UNEP should examine how changing trade in 
key agricultural commodities will affect patterns of land use and species and habitats that depend 
on them. - 


The need to amend GATT to allow certain subsidies and trade restrictions to continue: 


Some of the situations described in the previous point resemble the pressures that EU farming is 
experiencing in adapting to GATT and CAP reform. The dismantlement of some distorting 
mechanisms, and the price reductions for certain commodities, was expected to have serious social 
implications especially in marginal areas. The likely disappearance of certain traditional, 
low-intensity farming practices threatened the conservation of wildlife, (Taylor and Dixon, 1990). 
One solution has been to promote agri-environmental schemes to give direct payments to farmers 
who maintain environmentally friendly practices (European Commission, 1992). The US Farm Bill 
uses a similar approach. 


Such payments are only possible because of the overall economic development of the European 
Union: they represent a transfer of resources from other sectors into agriculture, and between rich 
and poor regions of Europe. However, in Less Developed Countries with a high proportion of 
marginal land with high biodiversity value, a much higher proportion of GDP is from agricultural 
production. The resources to pay farmers to conserve the environment are, therefore, not available. 


Faced with the need to compete in a freer agricultural market, such a biodiversity-rich/ 
economically—poor country could consider two possibilities; (a) to internalise biodiversity values 
into commodity prices, or (b) to raise import barriers to protect sensitive agricultural practices and 
biodiversity. Not only is the first extremely difficult, but could disadvantage a country striving to 
conserve biodiversity. The second solution is unlikely to be allowed under GATT 94. 


Recommendation: The UN institutions should consider mechanisms to maintain the viability of land 
use practices which benefit biodiversity, where such practices are under threat due to trade 
liberalisation policies. They should also complement their current work on timber and fisheries by 
examining possible linking of agricultural commodity agreements to environmental funding under 
GEF, and to aid policies. 


At present GATT 1994 allows environmental issues to impinge on trade considerations to only a 
limited degree. Such measures are allowed under the North American Free Trade Agreement 
(NAFTA), which specifically allows that, in most cases where conflicts arise between its own 
provisions and those of the Convention on Biological Diversity, the latter shall prevail. 
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(c) 


(d) 


Recommendation: The UK and EU should put forward an amendment to GATT to create a 
presumption of compatibility with Multilateral Environmental Agreements (MEAs)—i.e., extending 
the exemptions to permit trade measures pursuant to MEAs set out in Article XX. 


Recommendation: The WTO/CTE should analyse the relationship between trade measures and the 
implementation of the Convention on Biological Diversity (CBD). This should lead to 
recommendations to the next WTO Conference of Parties to adopt any measures required to ensure 
that implementation of GATT does not undermine the CBD. 


The need to take care when withdrawing subsidies and trade restrictions: 


In many cases, direct and indirect subsidies to production and the prices of agricultural commodities 
have led to intensification, causing environmental damage, biodiversity depletion and international 
trade distortions (Martin-Novella et al, 1992). In some cases export subsidies threaten biodiversity 
in third countries. For example, export subsidies can reduce international market prices and access, 
thereby affecting land use in a third country. 


Solutions to environmental problems caused by subsidies and trade barriers are very complex. 
BirdLife International is currently exploring solutions to such problems through a small number of 
case studies. One is a study of the international beef trade and the problems of grassland conservation 
in Argentina; such grasslands are highly important for many species and are farmed by a system of 
extensive cattle ranching. 


EU beef export subsidies, combined with restricted market access to Europe, are leading to reduced 
beef profitability in Argentina, and the transformation of marginal grasslands to eucalyptus 
plantations or cropped lands. Beef production in “core” producing areas in Argentina is probably 
intensifying, with all the usual attendant environmental problems. 


Meanwhile, beef production in the EU is also becoming more intensive (i.e., based more on indoor 
feeding systems than on grazing). This is stimulating the market for Soya (a key protein in cattle 
feed), including the transformation of lowland tropical forests in countries such as Bolivia and Brazil 
to Soya growing. Earlier over-production of EU beef caused problems for developing countries when 
the surplus was “dumped” in sub-Sahel markets. 


Simply eliminating EU beef export subsidies will not solve all these problems, as it could encourage 
further intensification of “core areas” in Argentina, and the transformation of natural forests to 
man-made grasslands in Brazil. 


Preliminary outputs of this project are expected by summer 1996. 


While the removal of subsidies, and their replacement by direct payments to farmers for conserving 
the environment has benefited biodiversity in many cases (BirdLife International, 1996), care is 
needed to minimise “side effects” for domestic and third country rural economies and environments. 


Recommendation: While direct or indirect subsidies that cause environmental degradation should 
eventually be removed, care is needed to avoid perverse effects in doing so. Where subsidies are 
retained, they should serve environmental objectives, cross-compliance being used to ensure this. 


Demonstrating the feasibility of internalising biodiversity costs: 


The environmental impacts of trade liberalisation are said (by WTO and others) to be dealt with by 
a combination of legislation and environmental costs being “‘internalised” in product prices. This is 
based on the assumption that all the elements of the biosphere are natural resources that can be 
priced. We believe there to be a need to demonstrate that this can work in practice, particularly for 
agricultural commodities that are important to conservation. There is no evidence yet available to 
support the hypothesis. 


One difficulty is that the value local people give to a species may not reflect the conservation value 
of this species. A locally scarce but globally common species can be valued very highly in a rich 
country. A very rare species (but one which is locally abundant in a poor country) can have a very 
low value for local people. There are also other difficulties with valuation, apart from global 
conservation valuation, such as estimating use, non-use, direct and indirect values; and other 
difficulties related to the ecological requirements to sustain populations, (minimum population size, 
the effect of habitat fragmentation, biogeography, biosociology, etc.,) before going on to evaluate 
them. 


We are very sceptical about the prospect of there being proper internalisation of the value of 
biodiversity in commodity prices. Even if a methodology for doing so were available, major problems 
remain, not least that values can only be internalised through mechanisms which Governments would 
need to put in placé, such as taxes, etc. 


Recommendation: International institutions such as WTO, OECD, and others need to demonstrate 
the practical feasibility of internalising the cost of biodiversity in the costs of production of those 
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(e) 


agricultural commodities that are important to conservation. Moreover, studies of the mechanisms 
by which such internalisation can happen (regulation, taxes, incentives, subsidies, etc.) are needed 
to demonstrate the feasibility of the approach. Until this is satisfactorily concluded, there is no 
reason to believe that the adverse effects of trade changes can be dealt with by internalisation. 


The work of the WTO needs to be more transparent: 


For the issues such as those raised above to be properly examined and considered, with all relevant 
facts and opinions being taken into account, requires the WTO to involve NGOs in its work. To 
date, WTO has been an institution with whom NGOs have only begun to build constructive working 
relations. The Committee on Trade and Environment of the World Trade Organisation, (WTO/CTE) 
is currently examining transparency and the involvement of NGOs. 


In a recent Public Hearing Session on the World Trade Organisation at the European Parliament, 
November 1995, it was stated that the questions of NGO participation and transparency will be 
determined in two ways: (a) communication at national level between NGOs and Member States 
and (b) disclosure of “some” papers by WTO. 


No distinction was made between membership-based citizens organisations, government-dependent 
institutes, consultants and industries: WTO considers them all as NGOs. This is, in our view, a 
highly unsatisfactory approach. Membership-based citizens organisations should have separate status. 
Their interest in WTO matters is clearly not that of industry, for example. 


To have Member States as the only source of information prevents access for NGOs in countries 
with poor democratic records. It also fails NGOs based in non-member States, and wholly 
international groups. NGOs face great difficulty in obtaining WTO meetings agendas, draft papers 
for comment, minutes, and detailed information on discussions and negotiations at WTO. 


Finally, the disclosure of just “some” documents reveals the difficulty WTO has in accepting the 
principle of transparency. In our view, WTO documents should be publicly available except in 
exceptional circumstances (for which procedures to classify documents as confidential are needed). 


Recommendation: The working methods of the WTO need improvement. This should clarify NGO 
involvement and transparency, distinguishing more clearly the different standing of 
membership-based citizens organisations, government-dependent institutes, consultants and 
industries. 


THE ROLE OF THE EUROPEAN UNION 


The European Union is the world’s largest trade bloc. The impact of EU trade policies on third countries 
cannot be over-estimated. Of particular relevance are: 


(a) 
(b) 
(c) 
(d) 
(e) 
(a) 


(b) 


the role of the EU in WTO; 

the EU Association Agreements; 

the EU General System of Preferences (GSP); 

the EU trade agreements with third countries and 

the EU role in the wild bird trade and CITES/COTES. 
The role of the European Union in WTO: 


The 15 EU Member States represent 15 per cent of the WTO membership. It is essential that the 
EU takes a proactive role in the trade and environment debate, aiming to ensure that trade and 
environment policies are mutually supportive. 


Recommendation: The UK should take a leading role to ensure that the EU promotes the 
recommendations contained in this submission for inclusion in the Committee on Trade and 
Environment’s report to the Singapore WTO Conference (December, 1996). 


The European Union Association Agreements: 


The EU has begun trade negotiations with the Central and Eastern European Countries (CEECs) as 
a prelude to their future EU membership. Agreements are being developed with Poland, Hungary, 
Czech Republic, Slovak Republic, Slovenia, Estonia, Latvia, Lithuania, Romania and Bulgaria, and 
potentially several former Soviet Union states. 


So far, negotiation has taken the form of a so-called “Structured Dialogue” starting with Association 
Agreements (covering political, trade and aid association) which will lead to Accession Agreements. 
While environmental issues have featured in these discussions, insufficient emphasis has been given 
to land use change. This contrasts with the prominence of land use issues in the strategies adopted 
at the Third Pan-European Ministerial Conference in Sofia, 1995 (such as the Environmental Action 
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Programme for Central and Eastern Europe, and the Pan-European Biological and Landscape 
Diversity Strategy). 


So far, the most practical manifestation of the Association Agreements has been the development of 
bilateral and EU aid programmes. Much of this aid is for agricultural development, with relatively 
little being for environmental programmes and almost none for environmental policies concerned 
with agriculture. Moreover, no analyses have been done to assess the consequences of changing 
trade patterns and their influence on land use. 


What is required is a specific agri-environment programme. Following a conference held at Goddll6 
Agricultural University (Hungary) in September 1995, BirdLife International, the Worldwide Fund 
for Nature and the World Conservation Union (IUCN) published an Action Plan for Central and 
Eastern Europe “Integrating Agriculture and the Environment” (BirdLife International et al, 1995). 


Recommendation: The EU should integrate the Environmental Programme for Europe, the Action 
Programme for Central and Eastern Europe, and the Pan-European Biological and Landscape 
Diversity Strategy into Association and Accession Agreements with Central and East European 
countries. 


Recommendation: The EU should study the land use consequences, and effects on biodiversity, of 
changing trade arrangements in Central and Eastern Europe. 


The European Union General System of Preferences (GSP): 


During 1996, the EU is expected to adopt a new regulation on the General System of Preferences 
(GSP) on agricultural products. 


The GSP is intended to support sustainable development in listed countries by reducing import tariffs 
for some agricultural products (calculated as a percentage reduction from the standard import duties). 
The intention is to give these products a comparative advantage, promoting production and 
sustainable development in the listed countries. 


A major justification of the GSP is sustainable development. Therefore, the GSP should never be 
allowed to cause major biodiversity loss. Moreover, the EU is a signatory to the Convention on 
Biological Diversity, which asks parties to integrate the principles of the Convention and sustainable 
development into all policies, including trade and external affairs. 


However, the GSP Regulation contains inadequate environmental provisions to allow the 
Commission to intervene in GSP trade situations that threaten biodiversity. This should be rectified. 


Recommendation: The EU should include a new environmental clause in the reviewed General 
System of Preferences (GSP) for agricultural products, expected to be approved in 1996. The clause 
should include (a) additional preferential conditions where these would help to further the 
implementation of the Convention on Biological Diversity and (b) withdrawal of ibn from 
any country or commodity whose production threatens biodiversity. 


The European Union’s trade agreements with third countries: 


The EU has many bilateral and multilateral trade agreements with third countries or groupings of 
countries. Agreements can have important impacts on land use and biodiversity in the countries 
involved, as well as in the EU itself, and in the wider global environment. Examples include the 
existing agreement with Canada on fisheries; the fisheries and agriculture agreements with the 
Kingdom of Morocco; the agreements with MERCOSUR; etc. 


It is extremely important that, in negotiating such agreements, the EU should seek to take 
environmental issues into account alongside economic and political considerations. In the current 
negotiations for an agreement with South Africa, an Economic Impact Study has been requested, but 
no similar assessment of environmental effects. 


Recommendation: The EU should establish procedures to assess the environmental impact of the 
implementation of trade agreements with third countries or groups of countries. Agreements should 
include an environment clause, details of which will depend on the environmental assessment made 
on the impact of the agreement. 


The wild birds trade and CITES/COTES: 


Over 2,600 of the approximately 9,600 described bird species have been recorded in international 
trade during the past 20 years. The actual numbers traded for most species are unknown. In 1990 
the international trade was estimated to involve between 2 and 5 million birds per year. However, 
inadequate information about South-east Asian, and in particular Chinese, trade means that these 
figures should be treated very cautiously indeed. 


The EU has its owf Regulation for the implementation of the CITES Convention: COTES. CITES 
and COTES set out a number of trade measures to restrict trade in a range of potentially tradable 
species, including birds. These restrictions are, it is generally believed, senso stricto contrary to 
GATT. However no GATT party has challenged CITES. The risk remains that a GATT party country 
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which is not a CITES signatory could (and one day probably will) challenge CITES restrictions. If 
and when this happens there is no certainty that CITES will be defended against a strict interpretation 
of GATT. This reinforces our earlier recommendation on the need to amend GATT Article XX, and 
makes it all the more pressing. 


However, the implementation of CITES controls often falls below the level required to make this 
convention fully effective. We would be happy to supply more detail on the issues surrounding the 
trade in wild life, CITES and COTES should the Committee so wish. 


Recommendation: The trade in wildlife, including wild birds, continues to be a serious conservation 
problem. The existing EU and global controls are not working adequate. New approaches, to 
promote sustainable resource exploitation whilst penalising trade which is not sustainable should be 
considered. however, the compatibility of CITES/COTES with GATT needs to be examined and an 
amendment to GATT Article XX made to prevent a future conflict with this vitally important MEA. 


CONCLUSIONS 


This paper outlines some cases of serious concern for biodiversity conservation arising from the 
implementation of the GATT 94 and the activities of the World Trade Organisation. 


This should be reason enough for a number of international institutions (including WTO, UNEP, UNDP, 
UNCTAD, and others) to start detailed analysis of the issues raised in this paper and report publicly on their 
findings. 


The European Union, as a major trade bloc, has a special role to play in the effort to ensure that international 
trade and environment policies are mutually supportive. To date, EU international trade policies have largely 
ignored environmental concerns. The EU should put procedures and mechanisms in place to ensure that external 
trade agreements support biodiversity conservation, and sustainable development. 
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APPENDIX 8 
Letter and Memorandum by the SAFE Alliance (WTE 39) 


I enclose a brief memorandum to the Environment Committee Inquiry into World Trade and Environment. 
As an alliance, we represent a coalition of a wide range of interest groups, and therefore our concerns cover a 
large scope. Several Members and Observers of the SAFE Alliance have, I am sure, already submitted evidence 
to the Committee and therefore we do not propose to duplicate their efforts particularly in areas where they are 
focusing their work. 


We have, however, one key area of work relevant and possibly not considered by other groups, namely Food 
Miles: the dangers of long distance food transport. 


I hope that it will not be too late to include this contribution, outlining, our key concerns in the Committee’ s 
deliberations on this important topic. 
Vicki Hird 
Coordinator 
19 February 1996 


This paper summarises the 60-page Food Miles Report: the dangers of long-distance food transport, by 
Angela Paxton for the Sustainable Agriculture Food and Environment (SAFE) Alliance, published in 1994. 


INTRODUCTION 


In industrialised countries, most of our food will have been transported over great distances to reach us. 
Farmers and growers the world over specialise production to compete for markets hundreds or thousands of 
miles away. Producers are particularly susceptible to external forces and events when they produce limited 
ranges of products for consumption in distant markets. The distance food travels influences both the way food 
is produced, and the treatment it receives post-harvest. Continued globalisation of the food trade is likely to 
reduce food security and exacerbate inequalities between rich and poor nations. 


THE FOOD MILES FOOD-CHAIN 
Agriculture and biodiversity 


Long distance trade in foodstuffs has encouraged geographic specialisation in agriculture, whereby individual 
farms, and indeed whole regions, concentrate on producing a limited range of outputs to gain competitive 
advantage. This tends to involve increased scale in production, replacement of farm workers by technology, and 
increased use and dependence on agrochemicals. Biodiversity in food production is decreasing as a result of 
these, and other, pressures. . 


Preservation 


Foods are processed, packaged and sprayed with pesticides to prevent spoilage and contamination during 
long-distance transit. Almost three-quarters of food purchased in the UK has been industrially processed or 
manufactured in some way.’ The basic components of most varieties of processed foods such as cakes or 
biscuits are the same, the taste varies little, so any apparent choice is illusory. 


Up to two-thirds of packaging in the UK is used to protect food and drink.” Long distribution chains mean 
reduction of packaging at source is impractical, since goods need to be protected and preserved in transit and 
storage. Pesticides are used after harvest on fruit and vegetables to extend storage life and prevent damage in 
transport. Methyl bromide is a toxic pesticide widely used as a fumigant on food before transport, to prevent 
pests such as the Colorado beetle entering the UK.*” 


Transport 
The removal of trade barriers in 1992 has been predicted to encourage Europe-wide operations, and food 


companies such as supermarkets are expected to increase their geographical coverage and use of freight 
transport.® The distance foods are transported around the UK has increased by 50 per cent. over the past 15 





' MAFF. 1993. The National Food Survey 1992. HMSO, London. 

* INCPEN (Industry Council for Packaging and the Environment) Factsheet: Excessive Packaging. 

: Beaumont, P. 1993. Pesticides, Policies and People: A Guide to the Issues. The Pesticides Trust, London. 

: Food Magazine. Issue 20. Volume’2. February/April 1993. per 

" UNEP. 1992. Methyl Bromide: Its Atmospheric Science, Technology, and Economics. Montreal Protocal Assessment Supplement, 
UNEP, Nairobi, June 1992, quoted in Green Network factsheet, No. 2, Methyl Bromide—ozone-destroying pesticide. 

* Whitelegg, J. 1992. Transport for a Sustainable Future: the case for Europe. Belhaven Press, London. 
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years.’ A third of the growth in UK road freight in over this period is attributable to food, drink and tobacco, 
more than for any other single major commodity group.” Meanwhile air-freighted imports of food to the UK 
are increasing: fruit and vegetable imports more than doubled between 1980 and 1994.’ 


Consumption patterns 


Consumers, physically and psychologically distanced from food production, are unaware of any abuse of 
farmworkers, livestock, or the environment. For example, some pesticides used on crops in the South are destined 
for countries where the same chemicals are banned because of effects on human health or the environment.‘ 


Eating patterns in industrialised countries are highly dependent on imports of agricultural commodities. For 
example, consumption of meat and dairy products from intensively reared livestock rely on imports of feedstuffs 
such as US corn-gluten and Brazilian soya. 


FoopD MILES IMPACTS 
Environment 
Agriculture 


Intensive industrial farming can have widespread environmental impacts, including the loss of wildlife sites 
and biodiversity, soil compaction and erosion, and the contamination of ground and surface-waters.° On a global 
scale, reduced biodiversity poses a serious threat to food security.° Specialised agricultural systems create 
particular problems; animal feed-producing countries in the South may suffer from a host of environmental 
problems including soil erosion and depletion, while feed importing livestock production results in a hazardous 
excess of nutrients in the form of slurry. 


Transport 


Freight transport, particularly by road and air, leads to many environmental and social hazards, including air 
and noise pollution, acid rain, loss of countryside and wildlife sites to infrastructure, and health effects. Flying is 
the most energy consuming form of transport, consuming 37 times more fuel per tonne-kilometre than shipping. 


Climate change 


The Intergovernmental Panel on Climate Change predicts that the expected rise in concentrations of 
“greenhouse gases” will result in an increase in global average temperature of 1°C by the year 2030 and nearly 
3°C by the year 2100.’ Transportation, intensive agricultural production methods and food preservation all use 
substantial amounts of fossil fuel energy. Transport is the only increasing source of carbon dioxide emissions in 
the UK.* 


The South 


Free trade advocates prescribe that producers concentrate on goods or services in which they have 
“comparative advantages”. For developing nations this frequently depends or is a result of poor working 
conditions and/or lax environmental standards. Countries dependent on the export of primary commodities are 
highly vulnerable to the uncertainties of the international market. The food security of developing countries may 
be under threat where large tracts of good agricultural land are used for the production of export crops: Brazil 
is the third largest agro-exporter in the world, but two out of three Brazilians do not have enough to eat.” 


Less stringent safety and environmental standards in the South mean that the adoption of industrial farming 
methods, often for export crops, presents a further danger to people working on the land, and to the long term 
sustainability of production.” The increasing use of toxic agrochemicals is a prominent feature of the move to 





' Department of Transport. 1978-1993 editions. Transport of Goods by Road. HMSO, London. 

? Department of Transport. 

> Department of Transport. 1995. 

* Dinham, B. 1993. The Pesticide Hazard: A Global Health and Environment Ausit. Zed Books, London. 

* Conway, G R; Pretty, J N. 1991. Unwelcome Harvest. Earthscan Publications Ltd, London. 

Jenkins, R. Ibid. 

7 IPCC. 1990. Climate Change: The IPCC Scientific Assessment. Cambridge University Press, Cambridge; IPCC. 1992. Climate 
Change 1992: The supplementary report to the IPCC Scientific Assessment. Cambridge University Press, Cambridge. 

* HMSO. 1993. Transport Statistics for the United Kingdom 1992. HMSO. (Figure for emissions source, rather than end user.) 
° Delpeuch, B. 1994. Seed and Surplus: an illustrated guide to the world food system. Farmers Link and CIIR, London. 

” Dinham, B. 1992. The Pesticide Hazard. Zed Books, London. 
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intensive farming. These may be used by illiterate farmers or farmworkers who are unaware of the potential 
dangers, or are not supplied with protective clothing. 


Trade can often be a “zero-sum game”—for the benefit of some parties and to the detriment of others.’ Gross 
inequalities between trading partners—as frequently exist in the food and agricultural sector, particularly between 
different countries—can allow a stronger partner largely to set the terms of the exchange. 


Over production in Europe has led to surpluses of products such as meat and cereals. These food surpluses 
are either stored, or “dumped” on developing countries’ markets at subsidised prices, undermining indigenous 
agriculture and creating demand amongst urban consumers for food imports. This damages food security and 
the household incomes of rural producers. 


Rural communities 


Industrial agriculture favours large producers, and forces small farmers and farmworkers off the land. 
Declining farm employment undermines rural communities and services, threatening the viability of village 
shops, schools, and public transport. This puts extra pressure on urban areas, as people leave the land to look 
for jobs and housing. 


Public health 


Human health cannot be looked at in isolation from the surrounding environment. Air, soil and water pollution 
resulting from transport and intensive agriculture pose risks to health. The effects of exposure to the cocktail of 
chemicals such as fossile fuel emissions and pesticides are unknown but the effect may turn out to be more 
potent than previously thought. 


FORCES BEHIND FOOD MILES 
GATT/WTO 


At the core of the General Agreement on Tariffs and Trade (GATT), now superseded by the World Trade 
Organisation (WTO), is the premise that international trade must be freed of restrictions, notwithstanding 
resulting social or environmental impacts. The results of the 1995 Uruguay Round will, in general, centralise 
the control of resources, threaten food security and undoubtedly lead to more food miles, such as through 
compelling developing countries’ to open their markets to imports. 


Who reaps the profits? 
Transnational corporations 


According to UN figures, almost all internationally traded primary commodities are each now marketed by 
fewer than six multi-commodity traders’ These companies, together with the politically and economically 
powerful nations they originate from, have, through mechanisms such as the WTO, engineered the global food 
system to suit their own interests. There is no international set of rules to govern the conduct of such transnational 
corporations to ensure they protect the environment or behave ethically in countries where they operate.’ 


Food processors 


Many large food companies such as Unilever and Proctor and Gamble, have pursued strategies of 
centralisation and specialisation within the single European market’ Factories now concentrate on producing 
single products for distribution all around Europe. This tends to lead directly to more food miles since the 
end-products will then have to be transported to outlets all over the country or region. 


UK retail concentration 


The UK has a highly concentrated food retail sector: in 1994 major food multiples had a market share of 81.6 
pbr cent., giving them enormous buying power.° Supermarkets have fresh produce shelf space to fill year round 





' Ekins, P. 1993. Trading off the Future: making world trade environmentally sustainable. New Economics Foundation, London. 

* With the exemption of countries designated as “Least Developed” by the UN, which fails to include 13 Sub-Saharan countries, 

most of Latin America and the Caribbean, India and Pakistan. 

: Lang, T and Hines, C. 1993. The New Protectionism. Earthscan, London. 

aan + Zeldenrust, I. 1995. Elusive Saviours: Transnational corporations and sustainable development. International 
ooks, Utrecht. 


: bibles J. June 1994. Driven to Destruction: Absurd freight movement and European road building. Greenpeace, London. 
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and consumer tastes have been moulded to expect year round availability. This results in imports to fill seasonal 
gaps and/or the employment of intensive glass-house production to extend growing seasons. Supermarkets prefer 
to buy from large growers who can supply in bulk to their highly centralised, transport dependent distribution 
systems. 


Sell more, earn less 


Many developing countries have been drawn into the global market via Structural Adjustment Programmes 
(SAPs). The International Monetary Fund (IMF) and World Bank have encouraged indebted southern nations, 
through SAPs, to adopt export-oriented policies, including the production of cash crops for sale to industrialised 
countries, to pay off external debts. The Bank has been criticised for its uncoordinated policies which have 
resulted in expansion of the same products from countries which are in direct competition for the same 
commodity markets. 


Agricultural policy 


Agriculture in the EU is dominated by the Common Agricultural Policy (CAP). The CAP has been one of 
the most influential driving forces towards intensive agriculture in Europe, through mechanisms linked to volume 
of output, which have benefited proportionately large and intensive farmers. Intensive agriculture favours 
specialisation in a small number of outputs, agglomeration of farms into fewer, larger holdings and the build-up 
of surpluses often “dumped” on vulnerable southern markets. 


Subsidised transport 


Transport is heavily subsidised by society and the environment. Road transport in particular generates many 
externalities without additional cost being charged to vehicle users. Cars and lorries cost Britain £50 billion a 
year in pollution, congestion and accidents, three times the sum collected in road taxes.' Fuel for air travel is 
not taxed at all, despite the extreme environmental impacts.’ 


WAYS FORWARD 
Agenda 21 


Agenda 21 is the programme of action agreed by nations at the Earth Summit in Rio in 1992, and sets out 
the sustainable way forward for the 21st Century. A major objective of Chapter 14 on sustainable agriculture 
and rural development is to increase food production in a sustainable way and enhance food security. According 
to a Non-Governmental Organisation (NGO) declaration written during the NGO conference in Rio, “food 
security is bets assured when food is locally produced, processed, stored and distributed, and is available on a 
continuous basis regardless of the climate and other variations.’” 


The price is right 


Prices do not reflect the ecological or social costs of production. The objectives of Ecological Tax Reform 
(ETR) are that taxes should fall most heavily on those activities and materials that produce pollution and 
environmental damage.‘ If costs were “internalised” then price signals would ensure choices between cheap, 
energy efficient, pollution free goods, and expensive, wasteful, damaging options. ETR would favour low input, 
locally grown foods. 


Tax reform along the lines above would mean that the prices of many foods would go up. Measures would 
be required to ensure that the poorer sections of society could afford to eat healthily. Revenue raised could also 
be used to assist producers, in both North and South, in diversifying into more self reliant and sustainable 
food production. 


Supporting sustainability 


Reducing the distance food is transported is only a part of the conversion to a sustainable food production 
system: agriculture itself needs to become more sustainable. Agricultural policies need to support diverse farming 





' Pearce, D. 1995. Blueprint 5: The True Cost of Road Transport. Earthscan Publications Ltd, London. 

? Barratt, Dr M. 1991. Aircraft Pollution: Environmental Impacts and Future Solutions. WWF. 

* NGO Food Security Treaty 11.6.92 quoted in Lang, T. 1993. Food Fit for the World. SAFE Alliance, London. 
* Whitelegg, J. 1992. TRansport for a Sustainable Future: the case for Europe. Belhaven Press, London. 


282 APPENDICES TO THE MINUTES OF EVIDENCE TAKEN BEFORE 





systems including small-scale and low-input agriculture.' A large number of small farms is likely to have more 
diversity in output than a smaller number of large farms covering the same area, and will be able to supply a 
greater proportion of local needs. Increasing agricultural biodiversity would reduce the need for agrochemicals, 
provide biological stability and increase food security. 


Assistance to developing countries 


The majority of people in developing countries live on and from the land so the sustainable development of 
‘agriculture must be a priority. In the short term these countries are often dependent on revenue from exports of 
agricultural products. Assistance could be provided to diversify away from export crops. 


Packages, making use of measures including debt relief, overseas aid, and the transfer of appropriate 
technology, could be made available for developing countries. These could be targeted to sustainable 
development ‘schemes, particularly assistance for sustainable, peasant-based and diversified food production. 
‘Land reform may also be needed in some countries. 


Industry regulation‘ 


International, binding rules for transnational corporations are needed to prevent abuses of workers and the 
environment. Minimum environmental and labour standards in the production of goods and services, could 
promote fairer and more sustainable trading patterns. There is also a need for reform of national policies in 
countries such as the UK, to regulate food companies such as retailers.’ 


Fair trade 


The extent to which countries, particularly in the South, and their most vulnerable citizens benefit from 
exports depends not so much on the volume of trade, but more on the terms under which trade takes place. Fair 
trade aims to help producers receive a just price for their goods and labour. The producers participating in fair 
trade schemes are often encouraged to use earnings from the scheme to aim for some degree of self reliance in 
the long term. Since countries in the South are frequently locked into trading relationships, such conversion 
must be gradual, and support is needed over the short and medium term. 


However, there are no universal solutions available which can be applied to developing countries’ food 
problems. In some cases producers have limited choice in what to grow because of environmental constraints. 
Generally, production and consumption should be located as close as is possible and practicable. 


New consumption patterns 


It would be possible to provide considerably more of our food needs nearer to home through diversification 
and altered consumption patterns. Consumers can choose more local, fresh, preferably organic or low-input 
foods, reduce consumption of meat and dairy products from intensively reared animals, avoid processed foods 
and choose fair trade products where possible. Growing food in gardens or allotments is another option for 
people who wish to eat healthily, but are finding it difficult to afford fresh, low-input produce. 


Local food links 


UK organic producers have developed novel methods of selling their produce directly to consumers. Vegetable 
box schemes are a particularly successful form of local food link: customers are supplied with a weekly box of 
seasonal fresh, local produce for a fixed price. Groups of consumers can initiate schemes with organic producers, 
or can use direct links to support local farmers and growers in converting to lower-input production in order to 
supply them in the long term. 


Food industry 
The mainstream food industry needs to integrate principles of sustainability into company policies. 
Supermarkets for example could introduce local sourcing polices for food and reuse schemes for packaging. 


Manufacturers of processed foods could use local, low-input ingredients and packaging, and work with retailers 
to introduce reuse schemes for packaging. 


vg 





' For example, see Clunies-Ross, T, Turner, S. 1996. Farming Foundations: policies to support a diverse farming system. SAFE 
Alliance, London. 


* Raven, H, Lang, T, Dumonteil, C. 1995. Off Our Trolleys? Food retailing and the hypermarket economy. IPPR, London. 
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APPENDIX 9 
Memorandum by the UNCTAD Secretariat' (WTE 36) 
WORLD TRADE AND THE ENVIRONMENT 


1. Concerns of national Governments on trade and environment tend to centre around a few basic issues: 
first, whether trade liberalisation is consistent with the goal of environmental protection; second, whether and 
to what extent environmental policies, regulations and other measures will affect trade, international 
competitiveness, and economic development; third, under what circumstances the use of trade measures for 
environmental purposes is justified and consistent with international trading rules and conducive to economic 
development; and fourth, whether the resolution of global environmental problems calls for a certain 
harmonisation of policies, including through the negotiation of multilateral environmental agreements (MEAs). 
These issues are closely aligned to an examination of the inter-relationship between the liberalisation of trade 
and the protection of the national and global environment. 


A. THE LINKAGES BETWEEN TRADE AND ENVIRONMENT 
Domestic environmental policies: Trade, competitiveness, and development 


2. Much of the international debate on trade and environment has focused on the linkages between 
environmental policies and competitiveness. In the developed countries, discussions have focused on the question 
of whether competitiveness concerns (i.e., concerns that trade or investment may be lost to countries which 
have less stringent environmental standards) may discourage the implementation of more stringent domestic 
environmental requirements. In the developing countries, a key question is how environmental protection 
impinges on their trade and development process. 


3. As far as can be deduced from empirical evidence available, the competitiveness effects of environmental 
policies have not so far been significant on developed countries. As far as developing countries are concerned, 
the competitiveness effects of external environmental policies could become more significant for small firms 
and for firms in particular sectors, such as textiles, footwear and furniture, as compliance with environmental 
requirements will frequently result in increased production costs relative to those of competitors. These two 
aspects together indicate a certain degree of vulnerability of exports from developing countries to environmental 
regulations of developed countries. 


4. A number of environmentalists consider that competitiveness is a term that should be analysed at the 
sectoral as well as at the national level. National competitiveness (or national welfare) is not simply a linear 
aggregation of the competitiveness of individual firms. At the national level, any loss in competitiveness of 
some sectors might be compensated by gains in others; these possibilities may be higher in diversified and 
dynamic economies. These options, however, may be more limited in those developing countries whose export 
baskets comprise only a few products. Possibilities may also be greater in countries with a capacity to compete 
in the growing international market for environment-related services, equipment and technologies, as well as in 
new market niches created by products considered as more environmentally friendly. Here again, developing 
countries may be at a disadvantage. 


Trade liberalisation and environmental protection 


5. The issue of the environmental effects of trade has often arisen in the debate. First, trade does not directly 
contribute to environmental degradation; unsustainable production methods are at the root of the problem. 
However, while environmental degradation could be attributed to market and policy failures, trade can serve as 
a magnifier. Second, in the absence of trade liberalisation, the environment may or may not be worse off 
depending on the interaction of trade-distorting policies and underlying market or policy failures. Third, to the 
extent that liberalisation increases welfare and results in higher income levels, countries may move to higher 
levels of environmental protection. 


6. Conceptual and empirical analysis of the effects of trade liberalization on the environment has focused 
on a number of effects, such as composition effects (effects on the structure of output and hence on the average 
pollution intensity of production), structural effects, regulatory effects (effects on the ability of Governments to 
design and implement environmental policies), technology effects (effects of technology transfers and freer 
investment flows), product effects, and scale effects. 


7. Excessive environmental damage from an economic point of view results when the marginal social cost 
of using environmental resources exceeds the marginal social benefit. The divergence between marginal social 
cost and benefit arises due to market failure, i.e., the failure of markets to equate marginal social cost and benefit, 
or policy failure, i.e, a microeconomic policy that encourages excessive use of an environmental resource. In 
this context, there is a need to decrease subsidies that have harmful environmental and trade-distorting effects. To 





' The views expressed should not be attributed to the member States. 
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the extent that trade-distorting policies are also environmental policy failures (e.g., agricultural input subsidies, 
disincentives to transfer environmentally sound technology, etc.), trade liberalization will have the added benefit 
of mitigating some degradation. Alternatively, trade liberalization may exacerbate underlying policy or 
market failures leading to increased environmental degradation. This should not be suggested as an argument 
against liberalization. Rather, it is indicative of the need for environmental policies to address the market and 
policy failures that complement trade liberalization policies. 


8. Empirical analysis does not provide any emphatic evidence that trade liberalization has systematically 
hurt the environment. There are specific situations in which environmental pressures have been reduced and 
others in which they have increased. Where they have been increased, some studies have identified policies that, 
if effected, could mitigate the damage without losing the benefits of trade liberalization. In all cases where 
negative impacts have been identified, policies of environmental protection that were acceptable from a trade 
point of view could have been introduced to reduce that impact. 


9. The benefits of trade liberalization are far more evident. One aspect of trade liberalization in developing 
countries is greater openness and increased competition in their domestic market. Greater openness has facilitated 
the importation of up-to-date technologies and the availability of environmentally preferable chemicals and other 
raw materials. In some cases such as fisheries and tropical timber, import liberalization may offer temporary 
solutions by alleviating the pressure on the intensive usage of resources domestically. In other cases, trade 
liberalization may have negative environmental effects. 


10. Greater openness and increased commercial and investment links with countries where environmental 
requirements are stringent have also contributed to environmental improvements, especially by larger firms, as 
well as to awareness-building. The industrial restructuring process may facilitate the introduction of 
environmental improvements. Also, increased import competition may result in certain improvements in the 
environmental performance of firms as a result of their efforts to achieve higher production efficiency. 


B. THE USE OF TRADE MEASURES FOR ENVIRONMENTAL PURPOSES 


11. Today, the issue of using trade measures to address global or local environmental problems may be 
more controversial than at the time of UNCED (June 1992), as several developing countries are unilaterally 
reducing tariffs and implementing liberal trade policies. In this scenario, when they are faced with major 
restructuring costs in respect of their industrial and administrative structures, trade restrictions for environmental 
purposes may represent a serious bottleneck for their efforts at trade liberalisation and consequent economic 
growth and sustainable development. 


12. It is recognised that countries have the right to use trade measures which are necessary to implement 
domestic environmental policies aimed at addressing the environmental effects on the domestic environment 
resulting from externalities at the use and disposal stages, provided that certain conditions set out in international 
trade rules are respected. 


13. Pressures for unilateral trade measures may arise for a number of reasons, several of which are linked 
to the use of particular process and production methods (PPMs). First, PPMs may be objected to because they 
create transborder spill-overs, such as acid rain or global warming. Second, PPMs may be objected to because 
of values. Third, there may be pressures to use unilateral measures if MEAs have not been established. For all 
these reasons there may be a pressure to use unilateral trade measures. It is to be noted that to WTO does not 
allow the use of trade measures based on non-product-related PPMs. 


14. OECD and UNCTAD’s Ad Hoc Working Group on Trade, Environment and Development endorsed the 
commitment to UNCED Agenda 21 and Principle 12 of the Rio Declaration whereby “unilateral actions to deal 
with environmental challenges outside the jurisdiction of the importing country should be avoided. 
Environmental measures to address transboundary and global problems should as far as possible be based on 
international consensus”. These principles also extend to unilateral import restrictions based on PPM-based 
requirements. 


' 


15. Additionally, in the context of the environment and competitiveness debate, some proposals have been 
made in the past to apply “environmental” countervailing duties or other trade measures to offset differences in 
environmental costs of production which are considered to constitute unfair trade advantages for countries where 
standards are lower or not enforced. 


16. However, consensus has been growing on the view that the case for trade measures to offset differences 
in environmental costs of production arising from differences in environmental standards is very weak indeed, 
both from an economic and environmental point of view. Empirical analysis suggests that the overall 
competitiveness effects of generally higher environmental standards have not been significant. Studies also 
show that there is little evidenceythat “dirty” industries have migrated because of differences in environmental 
requirements across countries. There is no hard evidence of “eco-dumping”. Moreover, strategic policies aimed 
at obtaining short-term economic benefits by deliberately setting standards at an artificially low level, or not 
enforcing them, are unlikely to be practised on any rational grounds, since maintaining lax environmental 
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standards and enforcement may entail greater costs in abatement, resource degradation and depletion in the 
future. 


17. UNCTAD’s Working Group firmly rejected demands sometimes made to introduce so-called green 
countervailing duties or other protectionist or WTO-inconsistent trade measures to compensate for negative 
competitiveness effects, whether real or perceived, of environmental policies. 


18. On the other hand, there is continued debate on whether border tax adjustments can be made for 
differences in process-related standards and for differences in the use of non-physically incorporated inputs, 
such as energy. While border tax adjustment is permitted for product taxes, consensus appears to be building 
around the view that such adjustments are difficult to justify for practical and conceptual reasons and that they 
may be ineffective from an environmental point of view, while providing an opportunity for protectionism. 


19. Conceptually, setting a PPM-related border tax in a fair manner would be very complicated. First of all, 
the tax should be levied on imported products on the basis of their production processes, but there is no clear 
relation between taxes on products and taxes on processes. Furthermore, the tax should be set differently for 
each country, taking into consideration the differences in their environmental conditions. And the fact that 
imported products do not clearly reflect the PPMs with which they were produced would require verification, 
perhaps even inspection of individual plants. Moreover, it is unclear what rules could apply where imported 
products are subject to product or process regulation rather than taxes in the country of origin. In such cases, 
the environmental goal has already been met, and the product already bears additional costs from complying 
with applicable regulatory requirements, which cannot be adjusted on export. This may particularly be the case 
in developing countries, where market-based instruments are less frequently used. 


C. MULTILATERAL ENVIRONMENTAL AGREEMENTS (MEAs) 


20. MEAs have made important contributions to make in improving environmental management, and trade 
measures have played a role in tackling global environmental challenges. 


21. Much of the debate on the use of extra-jurisdictional measures has focused on the use of trade measures 
in the framework of multilateral environmental agreements (MEAs) and their relationship with WTO rules (see 
section D), in particular where such measures may be applied to non-Parties. 


22. The use of trade measures in MEAs has several purposes. First, the fulfilment of environmental 
objectives may be based on trade measures, particularly those among parties, e.g., the Basel Convention and 
CITES. Secondly, trade measures against non-parties are aimed at preventing free-riding. Thirdly, trade measures 
may aim at persuading countries to accede to an agreement by making the cost of not joining higher than that 
of joining. One important issue is whether the use of trade measures could lead to iniquitous trade and 
competitiveness effects, thus conflicting with the principle of common but differentiated responsibility. 


23. The effectiveness of existing MEAs can be examined on two levels, i.e., (i) in terms of the use of trade 
measures and (ii) in terms of the achievement of the environmental objectives. In this context, three particular 
agreements, viz the Montreal Protocol, the Basel Convention, and the CITES, are examined below. 


24. The extent to which trade measures were necessary and have been effective in achieving the objectives 
of the Montreal Protocol is a difficult judgement to make. It has been argued that, as the Protocol is drafted in 
terms of reducing the consumption of ODSs rather than their emissions to the atmosphere, the same reductions 
could be achieved at lower cost through the use of more efficient instruments among Parties to the Protocol than 
through trade sanctions against non-participants. On the other hand the use of trade measures may have induced 
some parties to join the agreement. Regarding the environmental effectiveness of the agreement, by the end of 
1993, the latest date for which figures are available, the consumption and production of CFCs and halons had 
fallen by 66 to 74 per cent in industrialised countries, whereas in developing countries they had increased to 
about a quarter of production and consumption in non-Article 5 countries. This produced a decline in overall 
world production of about 60 per cent from the base year 1986, but while overall production has declined, it is 
disturbing to note that production of CFCs has increased in developing countries. 


25. Regarding the Basel Convention, while a ban on the export of hazardous wastes which cannot be 
disposed of in developing countries is a legitimate precautionary measure, one important issue is whether these 
countries have the infrastructure to effectively control (and detect) illegal trade in hazardous wastes. Perhaps the 
principal stimulus to transboundary movements of wastes between developed and developing countries is the 
substantial disparity in disposal costs, including costs of compliance with technical standards. Given the great 
difference in costs of disposal in various countries, if trade is prohibited it may be anticipated that the incentive 
for illicit trade will grow. On the other hand, it is expected that the ban will reduce the total amount of hazardous 
wastes traded. The question can nevertheless be asked whether a ban, in particular on trade in wastes which can 
be recycled in the country of importation, is the least trade-restrictive measure to achieve the environmental 
objectives of the Basel Convention. According to some, arrangements concerning liability could perhaps better 
meet the objectives of the Convention. It is too early to evaluate the environmental effectiveness of the Basel 
Convention, as it has not yet been implemented in a number of countries. 
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26. It is to be noted that CITES is likely to have totally different impacts depending on the particular species 
being regulated. Trade provisions of a global nature may in some cases be contentious from a local perspective. 
For example, while elephants may be globally endangered, in a particular country such as Zimbabwe they may 
exceed the sustainable number of herds and endanger other species. In this situation, it may be necessary to 
allow for exemptions from trade restrictions for individual countries on a case-by-case basis. The environmental 
effectiveness of CITES has been proven for some species but not for others, and what the situation would have 
been without CITES is difficult to establish. 


27. While there is a certain degree of ambiguity regarding the effectiveness of the use of trade measures, 
they may nevertheless be used as a mechanism for the enforcement of environmental goals. However, it is to 
be noted that, as an enforcement mechanism, trade measures have some inherent limitations, e.g., it is an 
iniquitous instrument, as the enforcement capacities of nations may be directly linked to their economic and 
political weight. 


28. Whether the use of trade measures is necessary or effective in meeting the environmental objectives of 
agreements is an open question and could in the view of developing countries be decided on a case-by-case 
basis. This discussion should be situated in the context of the principles of necessity, effectiveness and 
proportionality. If trade measures are deemed to be necessary and effective, then there may be a case for making 
the use of such trade measures consistent with international trading rules, under specific conditions and clearly 
defined rules. Moreover, it can also be questioned whether the use of WTO-inconsistent trade measures, even 
in the context of MEAs, opens the door for the use of trade measures in other environmental contexts. 


29. Options for analysing the necessity and effectiveness of the use of trade measures could include a 
consideration of the following questions: 


(a) Are trade measures the first/best solution for addressing the environmental problem in question? 


(b) How difficult is the revision of trade provision within the MEA, e.g., in the context of interim 
assessments? 


(c) Is it possible to subject the use of trade measures to an analysis of least trade restrictiveness? 


30.. An additional issue of importance is that, though all MEAs may have differential trade and 
competitiveness effects on developed and developing countries, those that use trade measures may have more 
significant effects. An important issue in this equation would be how Principle 7 of the Rio Declaration is taken 
into account in the formulation of the agreement. 


31. The WTO Committee on Trade and Environment (CTE) has been analysing the relationship between 
trade measures pursuant to MEAs and the WTO mules. Three approaches can be distinguished to clarify this 
relationship: 


(a) the status quo; 
(b) the “ex-ante” approach; and 
(c) the clarification “ex post” approach. 


Some proposals being discussed in the CTE combine the “ex post’ approach. One additional proposal 
is the creation of a side agreement, similar to the TBT and SPS agreements. 


32. The “status quo” approach recognizes that there is a “de facto” coexistence between trade measures 
pursuant to MEAs and the WTO rules. This implies resolving the appropriateness of using trade measures within 
the MEA itself without seeking an endorsement under the WTO. As trade provisions under existing MEAs have 
never been challenged under the GATT/WTO, it is unlikely that Governments would challenge in one forum 
what they have agreed to in another. This would in particular be the case if trade and environment officials in 
capitals worked closely together and if Governments avoided introducing WTO-inconsistent measures in new 
MEAs in the first place. 


33. Also, where trade provisions should be seen as part of a package which also involves facilitating 
mechanisms, such as access to finance and technology, the negotiators of the MEA could ensure that this 
package takes account of the interests of all countries, so that no country is induced to stay outside the MEA 
for economic or commercial reasons. 


34. The “ex ante” approach involves the negotiation of a collective interpretation.or an amendment to the 
general exceptions in WTO Article XX. Criteria would be established which trade measures taken pursuant to 
an MEA would have to satisfy in order to be granted an exception under Article XX from the obligations 
imposed by other WTO provisions. It has been noted that the main advantage of the ex ante approach would be 
to provide predictability and security to negotiators of MEAs as to the type of trade provisions which would be 
considered consistent with the rules and principles of the WTO, which, it is argued, may enhance the 
environmental effectiveness of an MEA. 

jf 


3: There are also disadvantages in the ex ante approach, especially from a trade point of view. If there is 
broad Participation in a particular MEA, involving the vast majority of countries contributing to the 
environmental problem concerned, trade restrictions against non-parties would not be necessary to achieve the 


THE ENVIRONMENT COMMITTEE 287 





objectives of the MEA. Trade restrictions against non-parties might be relevant only to the extent they are able 
to induce non-parties which are important actual or potential contributors to the environmental problem to accede 
to the agreement. 


36. Developing countries are concerned that the debate on the relationship between trade provisions in 
MEAs and the WTO rules thus appears to boil down to the question as to whether and under what conditions 
there should be an endorsement of a WTO exception for the use of discriminatory trade measures or sanctions 
as a lever to force other countries to participate in a particular MEA. Smaller trading partners are more likely 
to be adversely affected than larger trading partners. 


37. The ex post approach relies on a case-by-case granting of a WTO waiver. The advantage of the ex post 
approach is that trade provisions which are not based on a broad international consensus could not escape WTO 
scrutiny, which would provide sufficient guarantee against protectionist abuse. According to some, however, 
there may be legal and procedural obstacles to this approach. 


38. Moreover, the ex ante approach, while being advantageous to the environmental community, may go 
too far for trade interests. On the other hand, the ex post approach, while providing security against the use of 
trade measures for protectionist purposes, would be less acceptable to the environment community. One proposal 
is to establish a “side agreement” within the WTO, similar to the Agreement on Technical Barriers to Trade 
(TBT) or the Agreement on Sanitary and Phyto-Sanitary Measures (SPS). While the latter agreements deal with 
national standards and regulations to protect the local environment of the importing country, a side agreement on 
MEAs would deal with multilaterally agreed standards and regulations to address global environmental problems. 


D. INTERNATIONAL TRADE AND ENVIRONMENTAL AGREEMENTS AND DEVELOPING COUNTRIES 


39. Inthe area of market access, developing countries are concerned that environment-related trade measures 
have the potential to erode the benefits resulting from recent trade liberalisation, as a number of environmental 
policies are emerging in sectors where tariff and non-tariff barriers are being reduced and where comparative 
advantage is shifting from developed to developing countries. It is thus important to build consensus on 
principles aimed at strengthening positive linkages between trade and environment policies and at preventing 
environmental concerns used as a disguised form of protectionism. 


40. In this context, the Report of the Joint Session of Trade and Environment Experts to the OECD Council 
at Ministerial Level recognises that: “Complying with the environmental requirements of importing countries 
may raise particular competitiveness concerns for developing countries and countries with economies in 
transition. It is necessary to facilitate market access and to provide them with technical and financial assistance 
directed towards environmental capacity-building”. 


41. In addition, it is widely recognised that, in order to achieve sustainable development, developing 
countries may need to focus on improvements in social infrastructure and public utilities as part of their overall 
development policies. The need to comply with external environmental policies may divert funds from 
investments which could yield higher environmental benefits, thus emphasising the need to decouple trade and 
environmental policies. 


42. One area where developing countries feel that greater trade discipline may be required is in the context 
of domestically prohibited goods. Developing countries have expressed concern that developed countries export 
certain hazardous or toxic products to them without informing them about the risks such products could pose to 
public health or the environment in the importing country. Attention has focused on hazardous waste, toxic 
chemicals and pesticides, and certain consumer products such as pharmaceuticals which have been banned or 
severely restricted in the country of origin. 


43. In this context, it is also worth noting that FAO and UNEP established a joint programme for the 
implementation of Prior Informed Consent (PIC) in 1990. PIC refers to the principle that international shipments 
of chemicals, including pesticides, that are banned or severely restricted in order to protect human health or the 
environment should only proceed with the explicit agreement of the national authority in the participating 
importing country. FAO and UNEP are preparing a draft legally binding instrument on the operation PIC in 
order to make the presently voluntary, non-binding PIC procedure more effective. The conclusion of a PIC 
Convention is envisaged for 1997. Whether disciplines should go beyond those in the existing mechanisms is 
an open question. a number of developing countries are of the opinion that existing disciplines may be inadequate 
both from the point of view of the procedure and in terms of their product coverage. 


44. With respect to intellectual property rights (IPRs), developing countries are concerned that such 
protection may impair their ability to access environmentally sound technologies and thus their ability to protect 
their environment. Thus, concerns centre around the WTO Agreement on Trade Related Intellectual Property 
Rights (TRIPs) and the transfer of environmentally sound technologies (ESTs). They are also concerned that the 
existing IPR systems do not provide them with sufficient safeguards to protect their traditional and indigenous 
tights and knowledge and would not allow them to share equitably in the development of biotechnologies. 
Another important issue is the relationship between the TRIPs Agreement in the WTO and the Convention on 
Biological Diversity. 
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45. As far as environmental agreements are concerned, all MEAs are different, and the trade and 
competitiveness effects of each agreement could in the view of developing countries be considered on a 
case-by-case basis. As MEAs represent a certain degree of harmonisation, the costs of compliance obviously 
depend on the base level of standards before the agreement is implemented. Here developing countries are at a 
disadvantage and may have to bear a disproportionate share of the burden, considering that their contribution to 
global problems has so far been small. In any case, in addressing global environmental problems, the principle 
of common but differentiated responsibility should be an abiding principle. 


46. Two other important features should be borne in mind. First, the trade and competitiveness effects on 
developing countries will depend on factors such as the rate of economic growth, the availability of substitutes, 
technological changes, and amendments to the agreements which impose additional obligations on parties. 


47. Second, incentives which encourage trade and the use of environment-friendly alternatives could perhaps 
be built into the agreements. The use of market-based instruments and incentives which may help to ensure that 
new investments, particularly foreign direct investment, use environmentally sound technologies could also assist 
in meeting the environmental objectives of the agreements, in particular in the case of the Montreal Protocol. 


E. PosITIVE MEASURES 


48. It is increasingly recognised that “positive measures” (rather than trade-restrictive measures) should be 
implemented to support the developing countries in their efforts to internalise environmental costs and to assist 
them in meeting internationally agreed targets in the context of multilateral environmental agreements (MEAs). 
It is to be noted that positive measures should also include measures which prevent negative effects on trade 
and development, as well as enabling mechanisms which can assist developing countries to move towards higher 
levels of environmental protection. 


49. The first set of measures could include the elaboration of basic principles which could be taken into 
account in the design and implementation of environmental policies to mitigate or avoid adverse trade effects, 
in particular on developing countries. Thus: 


— principles on transparency of emerging environmental policy instruments should be guaranteed to 
ensure non-discrimination against foreign producers; 


— appropriate provisions should be established to allow producers to adjust to emerging 
environmental requirements; 


— _ steps could be taken to ensure that environmental policy instruments are no more trade-restrictive 
than necessary to achieve their environmental objectives and that they are based on objective criteria; 


— an appropriate balance should be established between environmental benefits and their possible 
adverse trade effects; 


— _ technical and financial assistance could be provided to developing country producers to assist them 
in adjusting to new environmental requirements. 


50. This set of measures should also include improved market access, which can make an important 
contribution to sustainable development by providing resources for environmental improvements and exposure 
to environment-friendly technologies and environmental requirements in global markets, and by increasing 
efficiency. 


51. In this context, reducing tariff escalation in developed country markets may help developing countries 
in achieving product diversification; higher unit values may also provide better options for cost internalisation. 


52. The removal or reduction of trade-distortive production and export subsidies may result in environmental 
benefits if the products they favour are more polluting than competing products of overseas suppliers. To the 
extent that production and export subsidies diminish possibilities for overseas producers to internalise costs, for 
example by reducing world market prices, or force foreign producers to shift to less environment-friendly 
activities, their reduction or elimination may result in environmental benefits. The removal of agricultural and 
energy subsidies may be of particular benefit. 


53. Enabling mechanisms could include positive measures such as improved market access, improved access 
to finance, transition mechanisms, access to and transfer of technology, capacity-building and special provisions 
for small firms and for some sectors. 


F. THE ROLE OF INTERGOVERNMENTAL INSTITUTIONS AND THE UK GoveRNMENT 


WTO 


f 
54. The WTO is the main negotiating forum for trade rules. It provides the legal framework in which trade 
and environmental policies interact. The major activities in this organisation in the area of trade and environment 
are initially being undertaken in the Committee on Trade and Environment. In accordance with its terms of 
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reference, the Committee will make appropriate recommendations to the first biennial meeting of the Ministerial 
Conference of the WTO (in December 1996) on whether any modifications of the provisions of the multilateral 
trading system are required. 


55. Clear international trade rules provide protection, particularly for the economically weaker trading 
partners, against undue adverse trade effects of environmental policies of trading partners, and without strong 
trade rules, protectionist measures may be applied under the guise of environmental protection policies. For 
developing countries, the best safeguard is provided by a rule-based multilateral trading system which takes 
account of environmental concerns, rather than being exposed to the risk of unilateral trade measures. They thus 
have a key interest in ensuring that any proposals for adjustments in the provisions of the multilateral trading 
system take account of their trade and sustainable development needs. 


56. A large range of complex issues which are of key concern to developing countries and countries in 
transition will be discussed in the WTO or are likely to be suggested for future deliberations. Many of these 
issues and, in particular, their development implications are not fully understood. Any initiative on these issues 
has potentially far-reaching impacts on the development prospects of developing countries. In addition, solutions 
prescribed for perceived problems may not be efficient if the special circumstances and development needs of 
the developing countries are not taken into account. 


UNCTAD 


57. With regard to UNCTAD, its mandate on trade and environment stems from the “Cartagena 
Commitment”, which embodies the results of UNCTAD VIII, and Agenda 21. UNCTAD’s Trade and 
Development Board has further sharpened the description of UNCTAD’s role as follows: “UNCTAD’s role in 
the field of trade and environment lies in policy analysis and debate, conceptual work, the building of consensus 
among member States on the interaction between environmental and trade policies, the dissemination of 
information to policy-makers and the encouragement and provision in capacity-building. Particular attention is 
given to the problems and special circumstances of the developing countries, UNCTAD thus plays a key role in 
bringing out the development perspective of the trade and environment debate. 


58. UNCTAD discharges its functions by providing a forum for intergovernmental deliberations, technical 
assistance, and work undertaken by its secretariat. At the intergovernmental level, trade and environment issues 
have been addressed first by the Trade and Development Board and subsequently by the Ad Hoc Working 
Group on Trade, Environment and Development. 


59. The final report of the UNCTAD Ad Hoc Working Group on Trade, Environment and Development 
contains conclusions and recommendations, including for a wide range of future UNCTAD activities on trade, 
environment and development. In accordance with this final report, as well as with General Assembly resolution 
50/95 of 20 December 1995, UNCTAD will continue to address comprehensively issues related to trade, 
environment and development. UNCTAD IX is expected to take the appropriate steps for the creation of a new 
body to carry out future intergovernmental activities. 


60. UNCTAD’s technical co-operation programme in the area of trade, environment and development has 
the following objectives: 


(a) to assist in increasing awareness and understanding of the complex linkages between trade, 
environment and development; 


(b) to contribute to institutional capacity-building; 


(c) to support the effective participation of developing countries in international negotiations, in 
particular in the WTO; and 


(d) to assist the private sector in developing countries in identifying sources of information and analysis 
on market access conditions and trading opportunities resulting from environmental requirements in 
the major markets (in co-operation with the WTO/UNCTAD International Trade Centre). 


61. UNCTAD is now co-operating with UNDP in the design of a broad programme of technical assistance 
for capacity-building, which may involve different UN agencies, in accordance with the mandates and expertise 
of each agency. 


62. Under the joint UNCTAD/UNDP project on “Reconciliation of environmental and trade policies”, 
research institutes in developing countries are analysing country-specific experiences in order to better 
understand trade and environment linkages. In addition, a number of country case studies are being undertaken 
jointly with UNEP under the project “Capacity-building on trade and environment”. UNCTAD’s Working 
Group, in its final report, encouraged the continuation of these studies by UNCTAD in co-operation with UNDP 
and UNEP. 


63. Research in the area of eco-labelling has focused on the trade, environment and development effects on 
developing countries of eco-labelling in the developed countries. Researchers in developing countries have 
undertaken sectoral studies focusing on the following sectors: pulp/paper; textiles/clothing; and leather/footwear. 
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A large number of papers were presented to the UNCTAD Workshop on Eco-labelling and International Trade 
(Geneva, 28-29 June 1994), and they will be published by Macmillan. The UNCTAD secretariat participated in 
a workshop on Eco-labelling and International Trade, organised by the OECD, in co-operation with the UK 
Department of Trade and Industry and the UK Eco-labelling Board, in London on 6-7 October 1994, which 
was a follow-up to the UNCTAD workshop. 


64. Policy-oriented studies, regional and national workshops or seminars, and other activities are undertaken 
under regional projects. The papers presented at a regional seminar in Bogota, Colombia, in October 1993 were 
published in a book called “Trade and Environment, International Debate”. 


65. UNCTAD is also playing a catalytic role in analysing trade and environment linkages in Asia. The 
papers presented at a sub-regional seminar for South Asian countries and a national workshop on trade and 
environment linkages in India, in New Delhi, in January 1994, are being published by Macmillan. A high-level 
brainstorming session on Post Uruguay Round Issues, including Trade and Environment, was held in Kuala 
Lumpur, Malaysia, from 5 to 7 September 1994. Building on UNCTAD/UNDP co-operation, new projects have 
recently been designed and implemented by the secretariat of ASEAN and ESCAP, as well as by the Government 
of Thailand. 


66. With regard to the African region, UNCTAD and UNEP organised a training seminar, in UNEP’s 
headquarters in Nairobi, from 26 to 29 July 1994, which was attended by 45 participants from 33 countries. The 
secretariats of GATT/WTO, UNCTAD, UNDP and UNEP provided resource persons. 


Co-ordination and co-operation with other organisations 


67. The UNCTAD secretariat is working closely together with other international organisations. UNCTAD 
participates as an observer in the WTO Committee on Trade and Environment and in the OECD joint group of 
trade and environment experts, and as a liaison organisation in ISO Technical Committee 207 on 
Environmental Labelling. 


68. There is close co-operation and complementarity in the work of the WTO, UNCTAD and UNEP, as has 
been recognised, for example, by the Commission on Sustainable Development (CSD), at its third session. Since 
then, the secretariat of WTO, UNCTAD and UNEP have continued their cooperation and coordination. 


69. New and expanded cooperation between UNCTAD and the WTO is under way in the framework of the 
general arrangement for co-operation between UNCTAD and the WTO, as agreed by the executive heads of the 
two organisations in September 1995. In particular, the Director-General of the WTO and the Secretary-General 
of UNCTAD have agreed to improve the working relationship between the two organisations at all levels, 
including in the area of trade and environment. UNCTAD and the WTO are also working for greater 
complementarity in technical co-operation activities. 


70. UNCTAD and UNEP are implementing a joint programme of work. The executive heads of UNCTAD 
and UNEP co-hosted two high-level informal meetings on “Trade, Environment and Sustainable Development” 
in February and November 1994 in Geneva. The two organisations will continue the implementation of their 
joint programme of work, in accordance with paragraph 59 of Chapter I of the report of the CSD on its third 
session and paragraph 14 of General Assembly resolution 50/95 of 20 December 1995. UNCTAD and UNEP 
are currently co-operating on issues such as criteria for the use of trade measures in MEAs, the concepts of 
equivalencies and mutual recognition in the context of eco-labelling, and capacity-building. 


71. In the context of the work of the Commission on Sustainable Development, UNCTAD is the Task 
Manager for Sustainable Development and Trade issues in accordance with arrangements agreed by the 
Inter-Agency Committee on Sustainable Development (IACSD) at its fourth session. As such, the UNCTAD 
secretariat prepares annually a report to aid the CSD’s deliberations on trade, environment and sustainable 
development. This report is the result of consultation and information exchanges with United Nations agencies, 
the WTO secretariat, government officials and a number of other individuals. At the time of drafting, UNCTAD 
is preparing the report for the fourth session of the CSD, to be held in April 1996. Following suggestions by 
the IACSD, the 1996 Report will inter alia, summarise the ongoing international '!debate on the relationship 
between the provisions of the multilateral trade system and trade measures for environmental purposes, pursuant 
to multilateral environmental agreements (item 1 on the agenda of the WTO Committee on Trade and 
Environment). 


Evaluation of UNCTAD’s role 


72. UNCTAD’s work yields two types of results. First, it brings out the development dimension in the 
analysis and consensus-building process. A second result (already described above) is support for 
capacity-building. f 


73. With regard to consensus-building, UNCTAD’s empirical and analytical work has been crucial in 
clarifying a number of issues and avoiding the risk that wrong perceptions could create tensions between trade 
and environment communities. It is now widely believed that fears of “eco-dumping” or relaxation of 
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environmental standards are a result of trade liberalisation are largely unfounded. UNCTAD has also gathered 
broad support, for example in the context of the CSD, for the view that positive measures (rather than trade 
restrictions) are effective in assisting developing countries in enhancing environmental protection (including in 
the context of MEAs) and, together with UNEP, is exploring concepts such as mutual recognition and 
equivalencies in the context of eco-labelling. UNCTAD provides assistance to developing countries to facilitate 
their effective and knowledge-based participation in international deliberations on trade and environment. A 
number of developing countries are coming up with a more pro-active agenda in the field of trade and 
environment. . 


United Kingdom 


74. As far as the United Kingdom is concerned, it can contribute to a better understanding of the effects of 
UK and EU environmental policies, standards and regulations on developing countries and can indicate ways 
and means to avoid or mitigate adverse effects on these countries. For example, Colombian coffee exporters 
originally encountered some uncertainty with respect to packaging materials (in particular jute) which would be 
acceptable to German importers as a result of a new German legislation on packaging. These issues were soon 
resolved and unintended adverse effects on exports from Colombian and Bangladesh were avoided. Similarly, 
severe adverse effects on Indian exports of leather products to the German market, following the introduction 
of regulations on Pentachlorophenol (PCP), were reversed through technical co-operation between these two 
countries. 


75. The United Kingdom has been very active and has played a positive role in the intergovernmental 
deliberations at UNCTAD. Of course, since United Kingdom appears to be fully committed to the tenets of 
multilateralism, its participation in such discussions is of vital importance. Both multilateral trade and 
environment agreements and a rule-based system would best protect its national interests. 


APPENDIX 10 
Letter and Memorandum by The World Bank (WTE 21) 
INQUIRY INTO WORLD TRADE AND THE ENVIRONMENT 


We are pleased to submit as requested a note from the World Bank on trade and environment. The note is 
based upon research carried out at the World Bank and elsewhere, and on the World Bank’s experience in 
providing support to member countries on trade and environmental policy reforms. The paper is focused 
particularly upon developing country concerns, since this is the primary mandate of the World Bank. The note 
does not attempt to cover all of the issues raised by the Committee. Rather, it limits its attention to three 
specific questions: 


(i) is trade liberalisation beneficial or detrimental to the environment? 
(ii) under what conditions should trade policy be used to achieve environmental goals? 


(iii) how can multilateral financial institutions such as the World Bank support the integration of trade 
and environmental policy reform? 


The World Bank would be happy to provide further information to the Committee if this would be helpful. 
Geoffrey Lamb 
Resident Representative UK and Ireland 
15 January 1996 


This note focuses on the following three questions raised by the Committee’s terms of reference: 
1. Does trade liberalisation help or hurt the environment? 
2. When are trade restrictions appropriate for achieving environmental goals? 


3. How can Multilateral Development Banks (MDBS) such as the World Bank help promote mutually 
supportive trade and environment policies? 


In answering these questions, we have drawn extensively on the research in the Bank’s International 
Economics and Environment Departments—and on the Bank’s operational experience with environmental 
programs, outlining some of our key activities in this area. 
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1. Do&s TRADE LIBERALISATION HELP OR HURT THE ENVIRONMENT? 
The effects of trade liberalisation depend upon the situation 


Trade liberalisation can help or hurt the environment, depending upon which sectors expand or contract, on 
the effectiveness of the country’s environmental policies and on the extent to which increases in income are 
spent on improving environmental quality. In the long run, trade liberalisation leads to an increase in income 
that is vitally important both for reducing poverty and for improving environmental quality. As the World Bank’s 
World Development Report 1992 emphasized, “not only is attacking poverty a moral imperative but it is also 
essential for environmental stewardship”. 


Extensive empirical research undertaken by the World Bank (1995) has highlighted the diversity of developing 
countries’ experience with the environmental impacts of trade liberalisation. Where environmental policies are 
inadequate, it has become clear that trade liberalisation can have an adverse impact on environmental quality. 
Where a country exports goods whose production is environmentally damaging in the absence of appropriate 
policies (e.g. logging, fishing and hunting), trade liberalisation can create severe environmental pressures. On 
the other hand, more open trade and internationally-oriented policies frequently provide a direct means of 
reducing pollution—for example, the eating of the grotesquely distorted energy prices in Eastern Europe and 
the FSU is expected to generate substantial environmental benefits in declining particulate and sulphur emissions 
(see Figure 1). 


Trade liberalisation tends to expand the export sector, while causing the protected, import-competing sector 
to contract. It is impossible to generalize about the effects of liberalisation since this depends heavily depends 
upon something that varies from country to country—whether the industries that expand following liberalisation 
are more environmentally damaging than those that contract. However, the cases where trade liberalisation 
expands the more environmentally damaging industries have probably received more attention than those where 
the relatively environmentally benign industries expand. It is worth remembering that many developing country 
export industries, such as tree crops and labour intensive manufactures, are relatively “clean” industries, 
especially when compared with import-competing heavy industry. Coxhead and Jayasuriya (1995) show that 
trade liberalisation would reduce oil erosion and consequent water pollution in the Philippines by shifting 
resources away from import-competing annual crops like upland rice to export-oriented tree crops, where soil 
erosion rates are lower by a factor of five to ten. similarly, Repetto (1989) concluded that many African export 
crops, such as the tree crops grown with grass cover in West Africa, cause much less erosion then food crops 
such as cassava. 


Global agricultural liberalisation is likely to be very environmentally beneficial since much of the agriculture 
that has grown up behind high protective barriers in developed countries has become very intensive in its use 
of chemicals and pesticides because high producer prices create incentives to increase yields. This has been a 
particular problem in Europe, where rivers and groundwater are frequently heavily polluted by runoff from 
intensive agricultural operations. Agricultural liberalisation of the type begun under the Uruguay Round will 
reduce worldwide pollution by reducing the artificial stimulus to agricultural production in developed countries 
and, by raising world prices increasing output in the developing countries where fertilizer use per hectare is 
frequently one twentieth the level in the highly protected countries (Anderson 1992). 


An open trade policy can also have important benefits for the environmental performance of the industrial 
sector. It allows producers and consumers increased access to the latest technology, which tends to be 
considerably less polluting than older technology designed when environmental concerns were not so widely 
recognised. Several World Bank studies have confirmed that industries are much cleaner in developing countries 
without open trade policies than in those with closed trade regimes (Lucas, Wheeler and Hettige 1992; Birdsall 
and Wheeler 1992). 


Trade liberalisation helps raise incomes and spending on the environment 


If appropriate environmental policies are in place, trade liberalisation can only be beneficial. Liberalisation 
increases efficiency, reducing the quantity of natural resources needed to sustain a’ given standard of living. By 
allowing higher living standards, liberalisation also increases the income available for improvements in 
environmental quality. Since environmental quality is a strongly superior good, higher income communities are 
willing to spend much more on it than are poorer countries. As Patrick Low (1993) has observed, “poverty is 
the most aggravating and destructive of all environmental problems”. 


Developing countries have made great strides toward more open, liberal economies during the past 15 years, 
frequently with support form the World Bank or IMF for progams of economic reform. Form 1981 through 
1994 the Bank made 238 loans that supported liberalization of trade or foreign exchange policy. These loans, to 
75 countries, specified more than 2,000 trade or foreign exchange reforms as conditions for borrowing and 80 
per cent. of these reforms haye been successfully completed. The reforms have affected imports of over $600 
billion; including roughly $400 billion from industrial countries and $200 billion from developing countries. 


The trade reforms that developing countries agreed to during the Uruguay Round built on the base of their 
earlier reforms. During the Round, developing counties agreed to tariff reductions that will affect 32 per cent of 
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their imports, or $390 billion worth of trade in 1993. The increase in income to developing countries as a 
consequence of the Round is estimated to range from US$60-100 billion in 1992 prices (Martin and Winters 
forthcoming). The gain to developing countries is twice as large, relative to initial incomes, as that in developed 
countries because they are cutting their protection from much higher levels. If spent on the environment, these 
gains alone would allow many of the most pressing environmental problems of the developing countries to 
be tackled. 


Bank and other research on the relationship between income and a range of environmental indicators reveals 
very strong links (Figure 2). Access to safe water and to sanitation increase very rapidly with income. Pollutants 
such as airborne particulate matter and sulphur dioxide, which blight the local environment in many cities in the 
developing world, increase at low incomes but fall rapidly thereafter—as pollution policies are implemented 
more effectively, and the economy shifts increasingly from manufactures to services. Municipal wastes per 
capita increase with incomes, but the resulting pollution problems are typically more readily managed in higher 
income cities. Only carbon dioxide emissions, for which environmental concerns are global rather than national, 
have continued to rise rapidly with increasing incomes. 


Environmental policy reforms should accompany trade reforms 


The key to ensuring that trade liberalisation improves the environment as well as increasing real incomes is 
to have sound environmental policies in place. These policies need to deal with the spillovers that are at the root 
of most environmental problems. Key policy reforms needed in developing countries include the establishment 
of secure land tenure to encourage sustainable use of land and resources such as forests and fisheries, and the 
introduction of policies based on the Polluter Pays Principle to deal. with pollution problems. 


A great deal has already been done in liberalising developing countries to put in place the environmental 
policy frameworks needed for sustainable development (see the survey by Munasinghe and Cruz 1995). The 
Bank is playing a key role in implementing these reforms, with programs of assistance to 65 countries (See 
question 3) and total lending for environmental projects of $10 billion. Much more needs to be done to build 
on this beginning. 


The environmental consequences of trade reform are difficult to gauge in advance, and serious environmental 
problems may emerge unexpectedly, even with the best-laid plans. In this situation, there is frequently a choice 
between backtracking on the trade reforms and returning to a path of poor economic performance and low 
growth, or of continuing with trade reform and implementing the appropriate supporting environmental policies. 
In virtually all cases, the best path forward will be through the implementation of the appropriate 
environmental policies. 


2. WHEN ARE TRADE RESTRICTIONS APPROPRIATE FOR ACHIEVING ENVIRONMENTAL GOALS? 


Trade policies are almost always inferior to environmental policies 


If they are to be used at all, trade restrictions should only be used with extreme caution in support of 
environmental goals. In general, trade policies are not the best policy measures for environmental objectives. 
Even if trade policies are environmentally beneficial, they will generally be inferior to policies targeted directly 
at an environmental problem. Where consuming a good causes pollution, an import barrier will reduce 
consumption, but it will also create a distortion that favours domestic production of that good. By contrast, 
a consumption tax will reduce consumption without creating an incentive to expand domestic production of 
that good. 


What policies are feasible and appropriate to deal with environmental problems will depend upon the source 
of the problem and on the policy making regime as discussed in 1 below. A wide range of economic policy 
tools is available to address the distortions in both the trade the environmental policy arenas. A fundamental 
principle of economic policy is that policy instruments should be targeted to affect the distortion concerned as 
directly as possible. Since virtually all environmental damage is related to levels of production or consumption, 
rather than to levels of trade, this suggests that environmental policies should be targeted directly to production 
or consumption. The widely accepted Polluter Pays Principle meets this criterion by focusing on the costs created 
by pollution. Howeve,r it will not always be easy to implement, particularly where sources of pollution are 
widely dispersed or political resistance is strong. In such cases there are other approaches, such as the use of 
tradable emissions permits, that are also efficiently targeted. Only if none of the efficient policies are feasible 
might it become necessary to fall back on indirect, and less efficient, measures of which trade policies are only 
one example. Caution must be used as bad policy packages may cause both economic and environmental 
damage. 


1. Trade and environmental problems—and solutions 


Most environmental problems can be traced back to externalities—situations where polluters do not have to 
take into account the costs they impose on others. By contrast, the central problem for trade policy arises from 
the actions of special interests, who press for policies which benefit them at the expense of community at large. 
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The special interest problem also bedevils policy making on the environment, with special interests seeking 
policies which minimize the costs they pay, even at the expense of policy effectiveness. Esty (1994) highlights 
the importance of pressure groups in the design of the US fuel economy standards for automobiles—he argues 
that the regulations were, in fact, designed in part to protect US manufacturers, particularly at the expense of 
European producers. 


The challenge, in both the environmental and trade arenas, is to design a policy framework that will yield 
policies that are economically beneficial and politically acceptable. The GATT system of international 
co-operation has been enormously successful in improving trade policies over the past 50 years; the formulation 
of environmental policies is a newer and, in many respects, more challenging endeavour. However, as Esty 
(1995) has observed, many of the fundamental approaches used by the GATT in overcoming resistance from 
special interests, such as regular negotiations, reciprocity and compensation may be helpful in securing 
international co-operation. The World Bank and other international organizations have played an important role, 
complementary with the GATT, in assisting developing countries to undertake reform of their trade policies, 
and are now active in the reform of environmental policies. 


In those cases where trade liberalisation does exacerbate environmental distortions, the choice is between 
dealing directly with the environmental distortions, and backtracking on liberalisation. The best remedy in this 
situation is typically the introduction of policies that deal directly with the environmental distortion. This use of 
complementary policy adjustments is central to the World Bank’s approach to dealing with the interlinkages 
between trade and environmental concerns. 


A particularly worrying feature of the use of trade restrictions for environmental policy is the “cover” that 
they can provide to special interests seeking protection from more efficient foreign producers. These mechanisms 
can be quite subtle, as for Kenyan flower producers forced out of the German market by a recycling requirement 
on packaging. 


Trade restrictions are relevant only under special circumstances 


When considering the use of trade restrictions to deal with environmental policies, three distinct types of 
interactions between countries need to be distinguished. 


(i) Where use of an import causes environmental damage in the importing country. 
(ii) Where there is environmental damage in the exporting country. 
(i11) Where there are environmental spillovers between countries. 


In case (i), where an import causes environmental damage in the importing country, the current WTO rules 
allow the problem to be dealt with as long as the policies do not discriminate, other than through tariffs, between 
domestic and imported goods (the national treatment principle of the WTO) or between different suppliers (the 
most-favoured-nation principle). Important examples of this type of policy are provided by taxes on motor 
vehicle fuels levied on both domestic and imported fuels, and by environmental requirements like the use of 
catalytic converters on both domestic and imported motor vehicles. 


In case (11), where there is environmental damage in the exporting country, current trade rules do not allow a 
country to impose trade sanctions on a country for environmental damage occurring within the exporting country 
without offering compensation for the resulting loss of market access. The tuna-dolphin case between the United 
States and Mexico involved an environmental spillover of this type. The United States sought to ban the import 
of tuna caught by means that caused environmental damage outside US jurisdiction that the United States was 
unwilling to accept. There would seem to be large risks involved in changing the rules to allow countries to 
unilaterally impose— without political cost to themselves— sanctions on exports from countries whenever they 
disagreed with the domestic environmental policies of another government. Such a right would be irresistibly 
attractive to special-interest groups seeking protection and could easily destroy the integrity of the liberal trading 
system built up over the past 50 years. 


Allowing unilateral trade sanctions against local pollution in another country would fundamentally shift the 
trading system towards one based on power, rather than rules. Unilateral sanctions are only be likely to be 
effective when imposed by large countries against small countries. As a consequence only the concerns and 
preferences of large countries would have any chance of redress, and this redress would be achieved at the 
expense of the sovereignty of the small countries forced to submit. No wonder that many developing countries 
view such policies as a move toward “‘eco-imperialism” and that such policies frequently are strenuously opposed 
both by developing country governments and by environmental groups in developing countries. Further, 
unilateral trade sanctions are seriously incomplete as environmental policies; they are likely to address only 
environmental concerns about the export sector, ignoring damage occurring in the majority of the economy. 


Countries that disagree witK the internal environmental policies of another country typically have many links 
other than trade for approaching the disagreement. Some such differences arise from differences in the 
information available about environmental impacts— and can be resolved through discussion and information 
exchange. The development of international policy guidelines on environmental best practices may help in 
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achieving a degree of harmonisation where this is appropriate. But policy harmonisation will never be complete 
because of differences between countries in their ability to absorb particular pollutants, in their income levels 
and in preferences. Where the citizens of one country feel strongly enough, private consumer boycotts may be 
effective in changing policies found to be offensive. Labelling options, such as the dolphin-safe labelling scheme 
used for tuna in the United States, may also create pressure for the desired change in policy. In the final analysis, 
countries that feel strongly about an environmental policy issue are able to negotiate the withdrawal of a trader 
right as long as they compensate the other country through trade concessions on other products. 


In case (iii), where there are environmental spillovers between countries, the situation is more complex since 
sovereign countries cannot implement policies, such as the polluter-pays principle, to deal with damage that 
extends beyond their jurisdiction. Typically, the best approach to dealing with these problems will be a 
co-operative solution where countries work to ensure that the international spillovers are taken into account by 
their producers and consumers. There are likely to be many efficient co-operative solutions of varying degrees 
of political acceptability and, if one of these approaches is implemented, all countries can be made better off. 
Non-co-operative approaches such as the use of unilateral trade sanctions are likely to be very poor alternatives 
to co-operative solutions, especially, as is usually the case, when the trade flow has no direct bearing on the 
environmental problem. Only after better policy options have all been reviewed and rejected as infeasible should 
the use of trade policies be considered. 


A range of co-operative policy approaches is available to deal with these problems— from multilateral 
environmental agreements (MEAs) to catchment-based water and air quality management systems. At least 20 
multilateral environmental agreements with trade provisions are in effect to deal with global environmental 
problems. These agreements include the Convention on International Trade in Endangered Species (CITES), the 
Montreal Protocol on Substances that Deplete the Ozone Layer, and the Basle Convention on Transboundary 
Movements of Hazardous Wastes. These agreements rely on the General Exceptions provided under Article XX 
of the GATT, which provides only limited exceptions to GATT disciplines for environmental purposes. There 
is a potential problem of inconsistency between the GATT and MEAs since the General Exceptions principle of 
GATT (Article XX) provides for exceptions only under a very restricted set of conditions. As Eglin (1995) 
argues, it is unlikely that problems of inconsistency between a multilateral environmental agreement and the 
GATT would arise between parties to the environmental agreement. But problems could arise if trade measures 
justified by the environmental agreement were applied to non-members of that agreement. 


Where environmental spillovers are regional in character, co-operative solutions can be devised at that level. 
An innovative approach to dealing with international air pollution spillovers is the proposed Paso del Norte 
International Air Quality Management District to deal with international spillovers of air pollutants in the airshed 
containing El Paso, Texas and Ciudad Juarez, Mexico. The arrangement would provide incentives to reduce 
pollution in the most economically efficient manner (Emerson 1995). Since most of the lowest cost opportunities 
for pollution reduction are in Mexico, firms wishing to establishing plants in the United States will have a strong 
incentive to assist Mexican firms in reducing their pollution levels. This form of joint implementation assists 
the developing country to achieve higher environmental standards than it could reach on its own. — 


Many environmental policy improvements are expensive, and developing countries are likely to have difficulty 
funding many best-practice environmental policies. The Global Environmental Facility implemented by the 
World Bank, UNDP and UNEP provides important support to developing countries faced with these problems. 


3. How CAN MULTILATERAL DEVELOPMENT BANKS (MDBs) suCcH AS THE WoRLD BANK HELP PROMOTE MUTUALLY 
SUPPORTIVE TRADE AND ENVIRONMENT POLICIES? 


Complementary reform of trade and environmental policies is needed 


Institutions such as the World Bank can and must support their client countries in the effective phasing and 
implementation of both trade and environmental policy reforms. A growing number of countries are recognizing 
that these reforms must be complementary. 


The World Bank’s support for trade policy reform is well known. Over the past decade the Bank has supported 
75 countries in their trade reforms, through 348 policy-based loans. These reforms have affected imports of over 
$600 billion, two-thirds of which have been from industrial countries. These reforms have been part of a 
broader liberalisation underway throughout the world. The Uruguay Round, of course, represented the most 
comprehensive multilateral manifestation of this trend. As noted above, during the Round, developing countries 
agreed to tariff reductions affecting 32 per cent. of their imports (or $390 billion in trade in 1993). This will 
result in an increase in income to developing countries of $60—$100 billion per year, in 1992 prices. (Martin 
and Winters forthcoming.) 


Less well-known is the rapidly growing support from the MDBs for environmental reform. The World Bank, 
for example is currently assisting 65 countries improve their environmental performance, through 130 loans 
totalling $10 billion. These loans support the strengthening of institutions for environmental management and 
enforcement, as well as the introduction of policies and incentives which penalize those who pollute and degrade 
the environment, and encourage those who protect and enhance it. 
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The programs are part of a “new environmentalism” that is taking root throughout the developing world. 
Although they represent just the beginning of what is needed, they are nonetheless a crucial step in the move 
towards sustainable development. These new policies emphasize land tenure reform, market-based instruments, 
public involvement through education and empowerment of the civil society, partnerships with the private 
sector and NGOs, and capacity building. (See World Bank 1995, for a detailed discussion of the nature of 
these reforms.) 


These reforms are vital not only to address current problems, but because they will help ensure that 
macroeconomic reforms such as trade liberalization will help rather than hurt the environment as well as the 
economy. In this regard it is important that environmental and trade policy reforms be coordinated. The fact that 
trade liberalisation may put pressure on some environment resources strengthens the case for better 
environmental management, and must be used (as in the case of NAFTA for example) to build public and 
government support for environmental policy reform. 


There are some encouraging signs that some countries are seeking to integrate their trade and environmental 
reforms. A growing number of countries undergoing macroeconomic reforms, for example, are also requesting 
assistance for strengthening environmental policies. Since 1988, some 60 per cent of countries receiving 
“adjustment loans” (designed to improve macroeconomic and trade policies), have requested complementary 
support from the World Bank for environmental reforms. The following are a few examples: 


— The Philippines received two structural adjustment loans in the 1980s, as well as an economic 
recovery loan after the elections of the Aquino government in 1986. Policies with environmental 
ramifications included energy pricing, agricultural input pricing and the pricing of irrigation water. 
In 1991 an explicit environmental adjustment loan was aimed at environmental policy reforms, 
institutional strengthening, fostering community-based resource management, and establishment of 
a protected areas system. 


— Jamaica received three structural adjustment loans in the 1980s, in addition to sectoral adjustment 
loans on trade, the financial sector, and the agricultural sector. Resource and environmental policy 
initiatives linked to these loans included land tenure reforms and the promotion of low-cost soil 
conservation measures. As part of the 1993 private sector adjustment loan, the Natural Resources 
Conservation Authority is being strengthened, environmental assessment capacity is being upgraded, 
and environmental regulations are being prepared. 


— Peru embarked upon an important process of economic liberalisation three years ago, and requested 
assistance from the World Bank. When it became clear that this would make Peru’s (export) fishing 
industry more competitive and would place extra pressure on scarce fish stocks, the government 
promulgated a substantially stronger fishing law, which became a key element in the World Bank’s 
support for the adjustment program. 


— As part of the 1994 sectoral adjustment credit in Sierra Leone, the Bank assisted the government in 
the preparation of a national environmental action plan. This plan is targeted as reducing the 
environmental impacts of expected growth in the forestry, mineral and coastal resources sectors. 


This type of integration of macroeconomic and environmental management is just beginning to be taken 
seriously in industrial and developing countries alike. The Bank will continue to support it actively. 
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FIGURE 1. EFFECTS OF ENERGY PRICES ON AIR POLLUTION IN POLAND 
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FIGURE 2. THE RELATIONSHIP BETWEEN INCOME AND POLLUTION. 
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Sources: Shafik and Bandyopadhyay, background paper, World Bank data. 
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